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BUDGET SPEECH 


DELIVERED BY 


HON Te Ls LSE y 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, MARCH 2, 1943 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE MINISTER 
OF FINANCE 


Hon. J. L. ILSLEY (Minister of Finance) 
moved: 

That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and 
means. 

He said: Mr. Speaker, the financial and 
economic requirements of war become greater, 
and more exacting as the scope and thorough- 
ness of our plans grow. This fifth war-time 
budget will exceed all previous standards and 
make provision for expenditures on a scale 
which it is sometimes difficult for any of us 
to appreciate. 

The task of preparing this budget has been 
cheered by the growing evidence that we have 
seized the offensive, and the power of the 
united nations is already striking deep into 
the enemy’s defences. There is, too, the ex- 
pectation that our own land forces will soon 
match the blows which our air force and navy 
have struck against the aggressor. But if the 
valour of our men and of our allies is now 
translating our economic and financial pro- 
gramme into telling blows against the axis 
powers, there is every reason for pressing that 
programme forward and none for relaxing it. 

As I have said frequently, financial mea- 
sures are but one of the means through which 
we link the whole war programme together. 
They are instruments and not ends in them- 
selves. They are instruments which must be 
used wisely lest we frustrate our efforts now 
and sow the seeds of intolerable conditions 
later. Financial measures are one of the means 
through which each person has his share in 
this war. Taxes and loans are not exactions 
from the people by a government. They are 
weapons which the people through their 
elected representatives and the free methods 
of democracy have fashioned for their own use 
and their common purpose. We cannot all 
man guns and planes and ships; we cannot all 
build guns and planes and ships, but the 
Canadian people have shown by the reception 
which has been given to each succeeding war- 
time budget that they are ready to wield these 
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weapons, each according to his strength and all 
against the people’s enemies. They are ready 
to accept their share in each increase in the 
effective organization for war of which the 
budget is but the financial counterpart. 

It is by the single purpose of the people of 
this country and her allies that this war will 
be brought to the desired end. It is by the 
sober, tenacious purpose of the men and 
women of this and other countries that a just 
and durable peace will be written. The pro- 
posals which I shall lay before the house to- 
night are the recommendations which the 
government makes to the elected representa- 
tives of the people of this country for im- 
proving the financial means by which each of 
us may throw his whole weight into this 
struggle—and help to make possible a world 
more worthy of our better selves. 


I 
ECONOMIC AND FINANCIAL REVIEW 


The current fiscal year has been marked by 
the coming to fruition of all our major pro- 
duction programmes, and yet, as we approach 
our full capacity, the increase in over-all 
production is less marked than last year. 
Industrial production in Canada rose from an 
index figure of 208 in December, 1941, to 251 
in December, 1942. Such over-all figures 
however, conceal what has been taking place. 
While detailed production figures are not dis- 
closed, the increases of 20 to 75 per cent in 
the numbers employed in the production of 
such things as chemicals, electrical equipment, 
iron and steel, and motor vehicles, and of 
more than 100 per cent in the case of those 
engaged in shipbuilding, tell their own story 
of war production. A number of other in- 
dustries, partly war and partly civilian, have 
just maintained the level of employment. But 
there is a lengthening list of industries, pro- 
ducing, in the main, less essential goods, 
which show over the past year definitely re- 
duced employment. It is the shifts in produc- 
tion rather than the over-all increase which 
tell the significant story: We have, in recent 
months, been definitely in the period when 
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substantial increase in war production can be 
achieved only at some loss of less essential 
production and in which we must be prepared 
to shift men and resources from one kind of 
production to another, as changing needs 
dictate. 
We have been confronted with our inability 
to satisfy fully both war requirements anu the 
high levels to which unrestricted war-time con- 
sumption has gone. It has been necessary, 
therefore, to restrict consumption and use in 
a growing number of instances in order that 
supplies for the armed forces should be fully 
assured, and the goods and services available 
distributed in an orderly and equitable manner. 
The problems raised by this situation are dif_fi- 
cult and often extremely vexatious, but their 
emergence is a clear indication that we are 
reaching the stage in our war programme which 
it was the desire of every Canadian that we 
should reach, namely, the stage when we would 
be producing not merely what we could pro- 
duce comfortably but all that we could pos- 
sibly produce from the resources and man- 
power at our disposal. If we had no shortages, 
no vexatious restrictions, no farm labour prob- 
lem, none of the problems and difficulties 
witich have been debated in this house in 
recent weeks, we could be certain that we were 
falling far short of a full-out war effort. 


SHORTAGES AND CONTROL 


In a war of such extent and movement, in 
which technical improvements have already 
played so large a part, it was not to be ex- 
pected that shortages would emerge in a well 
ordered and easily forseen pattern. The 
mounting of the allied offensives and the un- 
limited submarine warfare have made the limi- 
tations of ocean shipping particularly severe. 
Facilities for land transport have been heavily 
taxed, and the severity of the weather has 
introduced unusual difficulties in making the 
fullest use of the facilities available. The 
offensive phase which the war has entered has 
necessarily imposed changes in the direction 
and emphasis of our war programme. As the 
experience of battle redefines the needs of the 
armed forces, we can expect to be faced with 
increasingly difficult problems of controlling 
the production, distribution and use of goods 
and services. 

There are sufficiently frequent occasions for 
discussing before the house the government’s 
policy of controlling prices, wages and salaries, 
that it is neither necessary nor desirable to 
say more here than that it continues to be an 
integral part of the war-time fiscal and econo- 
mic policy, and that without it that policy 
could not be carried out effectively. Though 
there are plenty of critics of particular appli- 
cations of this programme of control, there is 
none who advocates its abandonment. By the 


payment of consumer subsidies to offset a sub- 
stantial part of the increase in the cost of 
living, which it was not possible to avoid, the 
government, after a year’s experience, has re- 
affirmed its determination to adhere to this 
programme and to continue to reserve to 
parliament the right to distribute the financial 
and economic sacrifices of the war by its taxa- 
tion measures rather than to have them dis- 
tributed by the haphazard forces of changing 
prices and incomes. 


EXCHANGE 


As explained in the budget speech of last 
year, our exchange problems have now become 
pretty well merged with general fiscal prob- 
lems. The shortage of United States dollars 
has ceased to be a major problem and the 


decisive position which it held in our early 


budgets has been overshadowed by the limita- 
tions imposed upon us by shortages of shipping 
and resources and man-power. It has already 
been announced that a measure will be intro- 
duced to provide, out of such war production 
as can be made available, for the needs of 
those united nations whose supplies of Cana- 
dian dollars are inadequate to permit them 
to purchase such equipment and materials as 
they need. 


GOVERNMENT ACCOUNTS AND FINANCING, 1942-43 


The estimates of revenue and expenditure 
and other relevant information are set out 
in full in the white paper which I shall table 
before I resume my seat. I wish, however, 
to report briefly on the probable results of 
the year and on the financing which has been 
carried out. The house will bear in mind 
that the fiscal year does not close until March 
31 and that the figures which I quote are, 
therefore, estimates only. 


REVENUES 


It is estimated that all revenues, including 
the refundable portion of income and excess 
profits taxes estimated at $100 million, will 
total $2,309 million, over 55 per cent above 
the revenues for 1941-42. 

Total tax revenues are forecast at $2,136 
million including the $100 million of refund- 
able taxes. This compares with $1,361 million 
for the previous year and is very close to the 
forecast given at the time of the last budget. 
Direct taxes on incomes and profits are now 
overwhelmingly the largest sources of tax 


revenues, yielding nearly two-thirds of the 


total. The graduated tax on personal incomes, 


the special tax on income from dividends and. 


interest and the national defence tax which 
was in operation for only five months of the 
fiscal year, are expected to yield $568 million, 
an increase of $244 million. The corporation 
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income tax and the excess profits tax will, it 
is anticipated, yield $805 million in contrast 
with $321, million for the previous year. It 
will be recalled that some part of this in- 
crease was the result of introducing payment 
by monthly instalments and will be non- 
recurring. 

Excise taxes, at $477 million, will show an 
over-all increase of $24 million despite con- 
spicuous reductions in the yield of some in- 
dividual taxes. The largest item in this group, 
the sales tax, at $230 million net, will show a 
decrease of $6 million from the previous 
year’s yield. 

Thanks to the substantial increases in rates 
imposed by the budget legislation of 1942, 
excise duties are expected to reach $142 mil- 
lion as compared with $110 million in the 
previous year. Customs duties, having reached 
their recent peak in 1941-42, are likely to 
decline to $118 million from $142 million for 
the previous year. 

Non-tax revenues, of which the largest 
source is the Post Office, are expected to reach 
$114 million. Special receipts and credits 
will be about $59 million, the largest 
contribution being the $25 million operating 
surplus of the Canadian National Railways. 


EXPENDITURES 


On the other side of the account, we 
estimate that total ordinary expenditure for 
1942-43 will be approximately $566 million, or 
$121 million above that of the previous year. 
Toward this increase, interest on the public 
debt contributed $380 million; compensation 
to the provinces in respect of income, 
corporation and gasoline taxes, $74 million; 
the Unemployment Insurance Act, $7 million; 
and the Post Office, $4 million. Miscellaneous 
increases account for the remaining $6 million. 
Capital expenditures, at $3,862,000, will be 
slightly higher than those of the previous 
year. So-called special expenditures are likely 
to be about $31 million, less than half the 
expenditures under this category in 1941-42. 
The western grain crop was such that it was 
not necessary to make payments under the 
Prairie Farm Assistance Act; wheat acreage 
reduction payments were somewhat less than 
in the previous year; and the reserve set up 
to meet deficits arising out of the operations 
of the Canadian Wheat Board in respect of 
the 1939 and 1940 crops has proved to be 
more than ample, resulting in a credit adjust- 
ment of $6,600,000. 

Government-owned enterprises, specifically, 
the Prince Edward Island Car Ferry and the 
National Harbours Board, will require about 
the same expenditures as in the previous 
year, $1,263,000. 

In the budget speech of June 23, 1942, I 
intimated to the house that, although the War 
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Appropriation Act and the United Kingdom 
Financing Act made provision for expenditures 
of $3,000 million, the actual war expenditures 
were likely to be considerably in excess of 
that figure. It now appears that they will 
reach $3,803 million, including an item of 
$200 million for the purchase of the British 
interest in Canadian war plants. 


Miscellaneous other charges of $66 million 
involve mostly items of a bookkeeping 
nature, including the addition of another $25 
million to our reserve to meet possible losses 
on realization of active assets, and the 
charging of $36 million to a non-active account 
(the Canadian National Railways Securities 
Trust Stock) as the contra-item to the taking 
into revenues of the operating surplus and 
certain capital gains of the Canadian National 
Railways. 

Including all these categories of expenditure, 
the aggregate expenditures for 1942-43 as 
now estimated will be $4,470 million, as 
compared with an estimate of $3,900 million 
given at the time of the last budget. 
Deducting total revenues for the year of 
$2,209 million after excluding refundable 
taxes, we arrive at a probable over-all deficit 
or increase in direct net debt of approximately 
$2,261 million. The proportion of expenditures 
paid out of revenue, namely 49-4 per cent will 
thus fall slightly short of the estimate of 52 
per cent which I gave last year. 


BORROWING 


Total borrowings during the year (exclusive 
of some $33 million of school lands debentures 
reissued to the western provinces) are 
estimated at $2,423 million. Of this, $1,070 
million, including $77 million from the sale of 
war savings certificates and stamps and 
$1,825,000 from non-interest bearing certificates, 
will have been borrowed from the public. An 
amount of $90 million was borrowed in New 
York for refunding purposes. Borrowings from 
the Bank of Canada amounted to $443 million, 
including the renewal of a loan of $250 million. 
By the end of the year, it is estimated, $790 
million net will have been borrowed from the 
chartered banks. During the current year, in 
order to obtain funds needed in the intervals 
between public loans, we introduced the 
practice of borrowing directly from the 
chartered banks on deposit certificates, a six 
month security bearing interest at 3 of 1 per 
cent per annum. The amount outstanding at 
the end of the fiscal year will be substantially 
reduced when the next victory loan is issued. 

Direct obligations of approximately $429 
million (excluding school lands debentures) 
were redeemed during 1942-43, leaving net 
borrowings for the year of $1,994 million to 
which must be added an estimated $100 mil- 


lion of refundable taxes. This amount of 
$2094 million, together with a decline of 
approximately $642 million in cash and other 
current assets and the amount of various 
advances repaid was used to meet the over- 
all deficit of $2,261 million and to make loans 
and investments of $517 million net, after 
allowing for amounts repaid on various out- 
standing advances. The largest of the new 
investments were the loan of $700 million to 
the United Kingdom under the War Appro- 
priation (United Kingdom Financing) Act 
and an advance of $131 million to the Can- 
adian National Railways, chiefly for the 
redemption of railway securities. 

It is estimated that on March 31, 1943, the 
outstanding unmatured funded debt. Gnele 
ding. treasury bills) will amount to $7,861 
million on which the annual charges will be 
$205 million or 2.6 per cent as compared with 
2.9 per cent a year previously. In addition, 
there will be outstanding obligations guaran- 
teed by the government of Canada to the 
amount of $716 million, a decrease of about 
$102 million during the year. 

Perhaps this is a convenient point at which 
to remind the house that the financial work of 
the government has not been completed when 
the budget has been discussed and legislation 
passed. In carrying out the approved policy, 
we depend on two extensive, competent, and 
hard-worked organizations. It is the task of 
the Department’ of National Revenue to col- 
lect the taxes enacted by parliament. The 
department is represented by its own Minister 
in the house and it is not for me to say more 
than that the financial programme of the war 
has, to a degree not generally appreciated, 
laid heavy and exacting duties on the very 
loyal and able officials of that department. 


NATIONAL WAR FINANCE COMMITTEE 


The other side of the financial programme, 
borrowing from the public, is carried on 
through the National War Finance Committee 
which was established by the government in 
January, 1942, under the able chairmanship of 
Mr. George W. Spinney. Formation of this 
committee marked the creation of the first 
single nation-wide organization, responsible to 
the government, charged with the dual task of 
planning, organizing and administering arrange- 
ments for the maximum public sales of 
government securities, and of promoting 
maximum voluntary savings by all classes of 
Canadian individuals and corporations. 

In effect, the committee represented a mer- 
ger between the war savings committee,— 
which had been operating continuously since 
May 1940,—and the Victory Loan Committee 
—which had been set up as a temporary organi- 
zation to arrange and conduct the first victory 
loan campaign in June, 1941. 


Since its creation, the National War Finance 
Committee has welded together the previously 
existing war savings and victory loan organi- 
zations. At the present time, the permanent 


paid staff of the committee, located in Ottawa ~ 


and throughout Canada, numbers only about 
275 persons. This staff operates in conjunction 
with three main bodies of workers. 


First, there are the voluntary workers 
attached to the local units in each province. 
These patriotic men and women are drawn 
from every group in the community. While, 
individually, most of these people are on a 
part time basis, collectively they form the 
largest group of workers associated with com- 
mittee activities, both during and between 
large scale drive operations. This form of 
service on the home front is of vital impor- 
tance, and I hope it will be possible to enlist 
the aid of more and more persons in this 
phase of our war programme. I should be 
most remiss if I did not take this opportunity 
of acknowledging the valuable work being 
done by these voluntary workers, and to 
express to them the thanks of the govern- 
ment and their fellow-Canadians. 

The next body of workers are the salesmen 
on commission, and other temporary paid 
workers employed by the committee at the 
time of victory loan campaigns. These sales- 
men do much of the hard work of selling 
victory loan bonds, in small amounts, to in- 
dividual investors, by house to house canvass 
in urban and rural areas. The salesmen who 
receive commission generally give up their 
regular jobs during the period of the loan. 
The money they receive as commission re- 


places the money they otherwise would make | 


at their regular work, although, in many cases, 
the amount they receive as commission is 
less than their regular income. I should 
perhaps add that commissions are paid only 
on relatively small individual subscriptions, 
where the canvassing work is comparatively 
difficult. Commissions are not paid on orders 
from larger investors, such as business firms 
and corporations, nor on bonds sold to em- 
ployees in medium and large size business 
organizations. 


The third group of workers associated with 
the National War Finance Committee are the 
investment dealers and brokers, and persons 
from the regular staff employed by dealers 
and brokers. This body of professional 
workers is closely associated with committee 
operations at all times. 
tion is reached in the period of organization 
preceding victory loan drives, and during the 
period of public offering of the loans. In 
general, investment dealers and brokers do 
the organizational work, and, during loan 
campaigns, carry out the canvass of large 
corporate and individual investors. Invest- 
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ment dealers and brokers are paid for their 
participation in committee activities, a reason- 
able remuneration based on the number and 
nature of the staff made available and the 
previous record of the firm in the distribution 
of dominion government securities. 

I have made these explanations in regard to 
payments to salesmen on commission, and to 
investment dealers and brokers, because of 
some public misunderstandings on these sub- 
jects. It is to me and to those familiar with 
money-raising campaigns a rather remarkable 
fact that the over-all cost of these intensive 
and extensive victory loan campaigns, inclu- 
ding the cost of engraving the bonds and of 
all publicity activities, can be kept as low as 
1 per cent of the amount of money raised. 

At the time of the third victory loan, in 
October-November 1942, temporary paid 
staff, including salesmen on commission, 
numbered about 15,500, and voluntary workers, 
many additional thousands. For organiza- 
tional purposes, Canada is divided into local 
unit areas, each of which is under a local 
voluntary war finance committee. These local 
unit committees in each province are under 
the control and direction of the National War 
Finance Committee for that province. The 
operations of the provincial organizations are 
coordinated by the central committee for the 
dominion which has its headquarters in 
Ottawa. 


WORDS OF WARNING 


Our financial programme for the year has 
been carried out with a high degree of success. 
To finance expenditures of nearly $4,509 million 
is in itself an achievement of which we have 
no reason to be ashamed. It is the financial 
counterpart of still more notable achievements 
of organization and production. But I would 
like to add some frank words of warning on 
four points: ; 

My first point is this: On _ occasion, 
comparisons have been made of our taxes 
with the taxes of other countries to show 
that Canadians are contributing a_ higher 
proportion of their incomes in taxes than the 
citizens of other countries. The financial 
burden of the war on this country is not 
measured by the amount of taxes levied. It 
is measured by the amount of expenditures 
which are financed. Borrowing does not lessen 
the cost of the war to this generation. The 
taxation and borrowing policy merely decides 
how the burden shall be distributed among 
the people of the country. The only ways in 
which we can postpone some of the costs of 
the war are by borrowing abroad, (if by so 
doing we can obtain additional supplies of 
goods abroad) and by using up the physical 
equipment and inventories of the country and 
leaving the post-war population to repair the 


wastage. To some degree, we are relieving 
the present by the second of these ways. The 
first is not only undesirable but also would 
provide only slight relief because of the virtual 
impossibility of getting additional supplies 
from abroad. Since the main cost has to be 
carried during the war, it is the policy of this 
government to distribute that burden as far 
as practicable according to the incomes which 
people enjoy during the war, that is to say, by 
taxes levied according to ability to pay. The 
equity of that policy cannot, I think, be chal- 
lenged successfully. 

Secondly, it has been suggested that 
Canadians are being asked to contribute too 
much in proportion to our national income. 
I shall not attempt to elucidate to the house 
the intricacies of national income estimates. 
My knowledge extends just far enough to 
warn me _ that the most accomplished 
statisticians find it extremely difficult to make 
valid comparisons between countries and 
that, when they have made them, the layman 
is almost certain to misconstrue them. But 
there is a much simpler comparison which is 
more ‘convincing. After we have met our 
war requirements, what is left for consump- 
tion by the civilian population? Is_ it 
higher than the pre-war standard of consump- 
tion or is it lower? Do we work longer 
hours or apply ourselves more intensively 
than other nations? The evidence of both 
statistics and common observation is pretty 
clear that all we have experienced so far on 
the average is some moderate decline from 
the peak of war-time consumption, and some 
increase in the inconveniences of shopping 
and travelling. Let no one so misinterpret 
statistics as to assert that these approach the 
economic sacrifices of countries nearer to the 
theatres of war than Canada. 


GROUP DIFFERENCES 


In the third place, we have now passed the 
point where we can in a short time increase 
our total output by any large amount. What 
one group may gain by pressing its advantages 
of the moment, other groups lose. The con- 
flicts thus started will paralyse our striking 
power just at the time when it must be at its 
height. What, broadly speaking, have been 
the changes in incomes during the war? Cor- 
porations and other businesses have experi- 
enced large increases in profits which have 
been reduced by taxation and compulsory 
saving to a level not higher than 70 per cent 
of the pre-war standard profits. This is the 
most severe and rigid ceiling in force in this 
country. Personal incomes of the middle and 
higher income groups have borne the brunt of 
war-time taxation to the point where very 
definite reductions in customary standards of 
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living have been forced. Receipts from the 
sale of farm products are reported to have 
reached a higher level in 1942 than in any 
year in the past two decades. Receipts from 
the sale of farm products are not equivalent 
to farm income. Farm costs have also risen 
but there is every evidence that farm incomes 
are at more remunerative levels than in any 
but the record years. Average weekly earnings 
of employed persons are at higher levels than 
they have been since the inflation boom 
following the war of 1914-18. Thus there has 
been a far-reaching and important change in 
the distribution of income in the country. On 
the whole, the directions of the change have 
been desirable and the government has wel- 
comed and facilitated it. The increases, by 
and large, have gone to those who needed them 
most. But we have reached the point when 
the demands of some labour representatives 
and of some farm representatives cannot both 
be satisfied. Ability to resolve group differ- 
ences is the decisive test of democracy. No- 
thing will frustrate our striking force so much 
as internecine strife over economic and finan- 
cial advantage. Nothing would so belittle us 
in the eyes of those other Canadians who offer 
as a contribution to victory neither economic 
nor financial sacrifice but life itself. 


NATURE OF BORROWING 


Finally, on the year’s financial results them- 
selves. The plain fact is that this year we 
have had to depend too much on bank borrow- 
ing. I was able to say last year that “aside 
from the increase in treasury bills, there was 
no new direct borrowing from the Bank of 
Canada or the chartered banks during the 
year.” During the current fiscal year, we shall 
have borrowed direct from the Bank of Canada 
and the chartered banks a net amount of 
$983 million. That is not all dangerous 
borrowing for the public has desired to hold 
considerable savings in cash. But most of it 
is borrowing which I would rather not have 
done. If the government borrows from indi- 
viduals, the government spends the money and 
the individual does not. If the government 
borrows from the banks the government 
spends the money, but the spending of others 
is not reduced. We borrowed from the banks 
because we were unable to borrow as much 
as we needed from personal savings. 


I tabled recently in the house a statement 
showing the sources of subscriptions to the 
three victory loans. They were divided be- 
tween individuals and non-individuals. Non- 
individuals included broadly corporation in- 
vestors. Individuals included individual 
persons, small non-profit enterprises and some 
smajl businesses. While the total subscribed 


by individuals increased with each loan, the 
proportion to the total fell off somewhat in 
the third victory loan. 

I estimate that sales of war savings certifi- 
cates and stamps will approximate $77 million, 
although I should add that redemptions have 
been heavier than they should have been. 
This compares with $85 million sold in 1941-42. 
Non-interest bearing certificates, which were 
made available to meet a special demand, 
showed a net decline during the year, redemp- 
tions exceeding new sales. 


These are sobering facts because to the 
degree that the government has had to 
borrow from the banks rather than directly 
from personal savings,. to the degree that 
the spending power of the government has 
been increased and the spending power of 
the public has not been reduced by an equal 
amount, we have contributed to the pressure 
on prices and on supplies of necessary pro- 
ducts. The evidence is clear that we, as a 
people, must bend our efforts with renewed 
and persistent strength to the task of increa- 
sing savings and placing them in the service 
of the nation. 
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BUDGET FORECAST 1943-44 AND PROPOSALS 


I have reviewed the financial events and 
operations of the year which is drawing to 
an end. I turn now to the year ahead and 
the measures which we propose. 


The estimates for the coming year are 
already , before the house. For non-war 
expenditures $610 million is required. The 
war estimates stand at $3,890 million as 
compared with estimated expenditures of 
$2,803 million under the war appropriation 
in the current year. The amount to be 
included in the Mutual Aid bill is $1,000 
million, the same as was provided in the 
current year under the War Appropriaticn 
(United Kingdom Financing) Act. The 
estimated expenditures thus reach the great 
total of $5,500 million, an amount which is 
the dollar measure of our financial task for 
the year and of the national achievement in 
organizing for war. . 

To meet these requirements, it is estimated 
that, under the present tax laws total 
ordinary revenues for the fiscal year 1943-44 
will be $2,561 million or after allowing $210 
million for refundable taxes $2,351 million in 
net ordinary revenue. I shall place on 
Hansard a statement showing the details of 
the estimate and comparing it with the 
expected yields for 1942-43. 


1943-44 1942-43 
(millions) (millions) 
Customs duties ......... $ 100 $ 118 
meecige Cuties. ......<se<. 130 142 
0 SC aime lp SS SA a da 225 230 
War exchange tax ...... 85 94 
Other excise taxes ..... 165 153 
Income taxes— 
Yc) Bea ae ee 825 460 
National defence tax ... —- 81 
Borporate ()29h, 7. ae 300 350 
Interest and dividénds 26 27 
Excess profits tax ...... 550 455 
Succession duties ...... . 18 14 
Miscellaneous .......... 7 12 
2,431 2,136 
Non-tax revenue ....... 130 114 
Total ordinary revenue... 2,561 2,250 
Special receipts ........ 40 59 
Total revenue .... 2,601 2,309 
Less refundable taxes .. 210 100 
Net total revenue 2,391 2,209 


The table shows that, assuming no tax 
changes, we anticipate declines in revenue from 
customs duties, excise duties, sales tax and the 
war exchange tax. On all these items, shortage 
of goods and difficulties of transportation will 
affect revenues adversely. Excise taxes other 
than the sales tax are expected to yield 
slightly larger revenues when the higher rates 
and new taxes enacted at the last session 
apply to a full year. 


It is anticipated that the yield of the 
personal income tax will be $284 million 
higher because the higher rates of tax collec- 
tion will be in effect for the full year and 
because of increasing incomes. The yield of 
the corporation income tax will probably de- 
cline somewhat as in the current fiscal year 
we moved forward the time of payment and 
consequently received somewhat more than 
one year’s taxes. The yield of the excess 
profits tax is expected to be substantially 
higher, both because the higher rates enacted 
last year will be in effect for a full year and 
because profits before tax are apparently 
continuing to rise. 

Expenditures of $5,500 million and gross 
revenues of $2,601 million will leave a deficit 
of $2,899 million to be met by new taxes 
and by borrowing other than by refundable 
taxes. ‘The comparable estimated deficit for 
the current year is $2,162 million. 


SALIENT ECONOMIC FACTS 


The objects to be achieved by our financial 
programme for the coming year are clear 
enough. I have set out the decisive facts with 
which that programme must grapple. What 
are the salient economic facts? First of all, 
we have reached a state of full employment, 


aside from local situations. Supplies that 
will be available to meet consumer demands in 
the coming year not only cannot be expanded 
but must be decreased. Imports will be 
harder to get and more expensive when we 
get them. Costs are pressing upward against 
the price ceiling, causing many producers to 
find it difficult to work beneath those ceilings. 
Demands continue to be made for increased 
wages, and labour costs have a tendency to 
rise despite all efforts to stabilize them. The 
purchasing power in the hands of the public 
is already excessive in relation to what there 
is available to buy and appears likely to 
grow more excessive. In short, we find that 
the forces making for inflation are present 
on a large scale. The pressure is held in 
check only by the rigour of our existing 
taxation, by the willingness of Canadians to 
save on an unprecedented scale, and by our 
price control and wage control. 


These are the economic facts. The cardinal 
finangial fact is that the proposed expendi- 
tures are a billion dollars in excess of those 
of the current year. Our expenditures will, 
apparently, amount to more than one-half our 
gross national production. Revenues, on the 
other hand, without new ‘taxes, will amount, 
it is true, to substantially more than ever 
before in our history, but they will still fall 
far short of our expenditures, leaving a deficit 
in the absence of tax changes of $2,899 million. 


ADDITIONAL TAXES OR SAVINGS? 


How much of this deficit should we seek 
to cover by new taxation or higher rates? 
How much from increased personal savings 
lent to the nation? 


There are important considerations to be 
taken into account. Already our tax rates 
are heavy. They are heavy in absolute terms. 
They are heavy even by comparison with 
other countries at war to-day. They are very 
heavy by comparison with all our pre-war 
standards except in the case of the sales tax 
and customs duties, where we have deliber- 
ately avoided increases. Moreover, there 
is an automatic increase in the income tax 
deductions at the source which must occur 
under present legislation as soon as we change 
from deductions in respect of 1942 incomes 
to those in respect of 1943 incomes. This 
arises from the credit given in the 1942 
rates of deduction for national defence tax 
payments in the first eight months of that 
year. Consequently, our day to day rates of 
tax deductions will increase without adding 
anything to our tax legislation. Already, 
taxation has forced some groups to readjust 
radically their whole scale of living. The new 
scale of deductions will require changes in 
the position of others. 


There are upper limits to what can be 


equitably obtained by an income tax, as I 
have endeavoured to explain a number of 
times in the past. A man’s income and the 
number of his dependents are not alone a 
perfect measure of ability to pay. Many 
other circumstances enter into a complete 
assessment of his position. The higher we 
force our taxation, the more necessary it 1s 
that we take these other circumstances into 
account. It was for this reason that last year, 
when tax rates were raised steeply, we pro- 
vided allowances for medical expenses and 
certain savings commitments. The extent to 
which we can make special provision for 
additional varying circumstances of this sort, 
however, is strictly limited. We cannot make 
our tax so complicated that the ordinary man 
cannot understand it. It must be simple if 
it to be clear to the vast majority who are 
subject to it. Furthermore, every additional 
complication, every additional allowance that 
we make, increases the difficulty of adminis- 
tration and the risk of arbitrariness in ad- 
ministration. Already, we have thrust huge 
burdens on officials of the income tax division. 
Faced as they are with the difficulty of obtain- 
ing experienced and trained personnel, it is 
remarkable that they have been able to carry 
through all the radical changes we have al- 
ready thrust upon them. To ask them to 
assume administratively hopeless tasks would 
be to risk a breakdown in our whole income 
tax system. Consequently, there are now 
very serious barriers both in equity and in 
administration to substantial increase in the 
income tax at this time. 


PURCHASE TAX CONSIDERED 


There are serious arguments to-day in 
favour of a very substantial purchase tax on 
all but the most essential goods and services. 
Such a tax would mop up a considerable 
amount of excess purchasing power, and would 
assist in securing the orderly distribution of 
scarce supplies. It would make those who 
will spend on non-essentials pay dearly for 
the privilege. Such °expenditure in itself is 
evidence of ability to pay. However, there 
are several serious objections to such a plan. 
In the first place, there are not going to be 
enough really non-essential goods and services 
to provide much revenue unless either we 
apply such a tax also to what are fairly 
essential goods, or put a tax on at exceedingly 
high rates. Probably, we would have to do 
both if we were to get enough revenue to 
meet any large proportion of our prospective 
deficit. I do not feel prepared to do this. 
I don’t believe there are many goods to-day 
which should in effect be reserved for those 
with the longest purses. That would be the 


result of putting very heavy taxes on such 
articles. 


GENERAL POLICY 


The financial programme for the coming 
year will be the government’s programme 
only in the sense that the government has the 
responsibility of recommending it. In fact, 
it must be achieved by the willing and com- 
bined efforts of all the people of this country. 
In view of this fact and balancing the con- 
siderations I have outlined, I have reached 
the decision that the proper measures for 
achieving the financial results which must be 
achieved are: some improvements and alter- 
ations in the personal income tax to make 
more effective changes which were made last 
year, a plan for bringing our income tax 
collections up to date and, at the same time, 
increasing the current revenue, a number of 
increases in commodity taxes, and a renewed 
and extended programme for increasing per- 
sonal savings. I shall also have a number 
of less important changes and modifications 
to propose. 


PAY-AS-WE-EARN BASIS 


The first and most important measure I 
wish to propose is that foreshadowed in the 
speech from the throne—the placing of our 
personal income tax on a pay-as-we-earn basis. 
In this way we will complete the transforma- 
tion in our income tax begun with the enact- 
ment of the national defence tax in 1941 and 
carried last year to an advanced stage both in 
collecting a graduated tax at the source and 
in collecting as early as possible after the 
income is received on which the tax is assessed. 
I am proposing that beginning this year, 1943, 
the income tax currently collected at the 
source or paid in quarterly instalments, shall 
apply in respect of the tax to be assessed on 
the income of this current year, 1943. If 
parliament sees fit to put this proposal into 
effect, we shall then be on a fully current 
income tax basis. No one, speaking generally, 
will then be liable for large amounts of income 
tax on income he has earned in the past— 
except to the extent that adjustments in tenta- 
tive tax deductions or payments must be made 
after the year’s income is finally determined 
with accuracy. 

The advantages of a system of current pay- 
ment of tax such as I propose are now well 
known, so I need only remind the house of 
them. Under this plan, when a man’s income - 
falls off, his tax falls off with it; when his 
income rises, his tax rises with it. It enables 
us to avoid the lag in the payment of tax. 
under our present system—a lag which now 
amounts to about eight months, substantially 
less than it was several years ago, but still a 
problem to those suffering or expecting to 
suffer a reduction in income. The difficulties 
in the present system are most serious in the 


case of those whose incomes cease or decline 
severely because they enter the armed forces, 
lose their jobs, retire or die. Advocates of 
such a plan have made most people very much 
aware of the personal problems created in such 
situations by income tax debt. With taxes at 
present levels, such problems are now very 
difficult ones for any who have not made 
provision in advance for their taxes. 

For example, a young married man who has 
earned $40 a week during 1942 who wished to 
join the air force at the beginning of this year 
had to face the necessity of paying income 
tax of $282 on his civilian income of last year 
out of his much lower service pay this year. 
Again, if a professional man earning, say, 
$5,000 a year, should die and leave behind a 
wife and two children, they would be liable 
for perhaps $831 of income taxes, whether or 
not there was any estate. The wage earner 
who loses his job would in many cases have 
anything up to several hundred dollars of 
income taxes to pay during the succeeding six 
months or year—taxes on income he had 
probably spent, while he was earning it. Any- 
one who looks forward to early retirement on 
a pension considerably lower than his current 
earnings faces an almost insuperable barrier. 
We do not wish such persons either to exhaust 
what savings they have set aside or to be 
forced to break the law. 

There are other substantial advantages of a 
pay-as-we-earn plan. It enables us to make 
more effective use of collection at the source 
from earnings and to avoid many refunds and 
adjustments that would otherwise be neces- 
sary. Secondly, it will make it possible in 
future to adjust our income tax rates and 
collections more promptly when changes in 
economic or other circumstances make such 
adjustments desirable. In this way it will 
make the income tax a better instrument of 
fiscal policy in helping to maintain full 
employment. 

It is to overcome the various types of 
difficulty which I have described, and to 
obtain the other advantages of having our 
taxes on a sound current basis that the govern- 
ment is proposing now to complete the trans- 
formation of our income tax system to a full 
pay-as-we-earn plan. 


METHOD OF PAYMENT 


Under this new plan, all the deductions of 
tax made at the source during 1943 will apply 
in respect of the tax on 1943 incomes. Those 
who pay in quarterly instalments: will pay 
such instalments in March, June, September 
and December of this year in respect of this 
year’s income. These instalment payments 
will be based upon an estimated income and 
tax for this year, with safeguards to be 
provided against underestimates. In both 
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cases, the correct amount of income will be 
determined at the end of the year and a final 
return will be filed on or before March 31, 
1944, together with any amount required to 
make up the difference between the total 
deductions or instalment payments and the 
actual. tax. If the taxpayer finds he has had 
too much deducted or has paid too much, he 
will claim a refund on his tax return. In 
making tax deductions at the source from 
salaries and wages, we shall aim at collecting 
up to 95 per cent of the total tax liability, 
rather than 90 per cent as we did in the 
deduction tables for last year. This will cut 
down the amount to be paid at the end of the 
year in filing the return. 

I wish to make it quite clear that the new 
plan will require us to bring into effect as 
soon as possible the higher rates of tax 
deductions which would have gone into effect 
next September. The reason for this is rela- 
tively simple and I want it to be under- 
stood. During 1942, we collected national 
defence tax for eight months. This counted 
towards the total tax on the income of 1942. 
The tax deductions that we put into effect 
last September, and which are in effect now, 
were, therefore, made high enough to collect 
only the remainder of 90 per cent of the tax 
for 1942, that is, 90 per cent of the total tax 
less the amount already paid as national 
defence tax. Now it is proposed to collect 
the 1943 tax on which we have paid nothing 
by means of national defence tax in the past. 
Consequently, our deductions must be some- 
what higher even though the tax rates them- 
selves have not been altered. Let me assure 
all taxpayers, however, that they will receive 
full credit against 1942 taxes for what they 
paid as national defence tax in 1942. It will 
be no longer reflected in lower deductions 
from pay, but it will be credited toward the 
1942 tax—and in some cases there will be 
some left over to be refunded or carried as a 
credit against future taxes. The new rates of 
deduction will go into effect for the first pay- 
roll period commencing after March 81. 
These new deductions will also be slightly 
higher because we shall aim, as I have said, 
at collecting 95 rather than 90 per cent of the 
total tax by this method. 


SPECIAL PROVISIONS FOR FARMERS 


It will be difficult to put farmers on a 
pay-as-we-earn basis because it is so very hard 
for them to estimate their income in advance. 
We are proposing to give them as much 
latitude as possible by simply requiring them 
to pay two-thirds of their tax any time up 
to December 31—on the basis of a rough guess 
or calculation—and the balance when they file 
their final return in March of the following 
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year. Higher agricultural incomes have now 
brought many farmers into the taxable income 
ranges, and I am glad to know that the 
Department of National Revenue is making 
special efforts to assist the farmer in reckoning 
his income and calculating his tax. After 
some careful consideration of the special 
problems faced by farmers in regard to income 
tax, I am proposing another special measure 
to assist them in overcoming the extreme 
variation in income to which they are fre- 
quently subject because of weather and other 
changes. Last year, the house approved a 
change in the income tax law enabling any 
business to carry forward a loss suffered in 
1942 or any later year as a charge against 
profits in the following year. We propose now 
to enable a loss to be carried forward two 
years in the case of farmers—so that if a 
farmer suffered loss during 1942 he can charge 
that against the income from his farm during 
either 1943 or 1944. 


ADJUSTMENT FOR 1942 TAX 


In order to make the change to a complete 
pay-as-we-earn system of taxation on the 
income of 1943 and subsequent years, it is 
necessary to make some adjustments of the 
tax on 1942 income. If this is not done, we 
should have to pay a large part of the 1942 
tax as well as the 1943 tax during this year 
1943. If tax rates were substantially lower 
than they are, this overlapping would not be 
serious. With rates at their present high 
levels, we must avoid piling the unpaid 
portion of the 1942 tax liability on top of the 
current collections for 1948. This is the 
difficult problem of the transition to the pay- 
as-we-earn system. Nearly everyone has 
recognized the virtues of being on the pay-as- 
we-earn system. There has been far less agree- 
ment about the means of making the transition 
to this plan. 

Fortunately we are in a better position to 
make this transition in respect of 1942 incomes 
in Canada than we would be in respect of any 
other year. We had already collected during 
1942 eight months of national defence tax 
deductions from salaries and wages and four 
months of deductions on the new scale 
introduced last September. As a consequence. 
those whose 1942 income consisted of salaries 
and wages had already paid a substantial 
part of their total tax by the end of the year. 
This proportion varies from about 33 per cent 
in case of fairly high incomes up to more 


than 100 per cent in the case of some 
lower incomes. The proportion paid in 
any particular case depends on _ the 
income, the number of dependents, and 


whether or not the taxpayer had savings 
commitments to set against the refundable 


part of his tax. In general, the higher the 
income the smaller the proportion of tax 
collected by the end of 1942, and the less of 
the refundable part of the tax that is covered 
by outside savings commitments, the smaller 
the proportion of the total tax already 
collected. 

It should be remembered in considering this 
matter that our deduction plan was only 
intended to collect up to 90 per cent of the 
full tax, leaving 10 per cent to be settled by 
the taxpayer himself at the end of the year, 
against which any allowances for charitable 
contributions, special medical expenses, 
etcetera, could be made. This was also 
intended to leave a margin of safety to 
prevent over-deduction for those whose 
earnings varied or changed during the year. 


EXAMPLES OF PROPORTION PAID 


Let me give the house a few examples to 
show where various types of persons stood at 
the end of 1942 in regard to the payment of 
their tax. A single person earning $30 a week 
through the year will have had $2.10 a week 


of national defence tax deducted for each of — 


35 weeks—and then $5.37 a week for the 
remaining 17 weeks, assuming that he was 
not able to offset the refundable portion of 
his tax against other specified savings 
commitments during 1942. Consequently, he 
had paid during 1942 a total of $164.79 against 
his total tax liability of $391.20. That is to say, 
he was 42 per cent paid up. A married man 
with two children earning $200 a month will 
have had 8 months national defence tax 
deduction of $6.66 deducted. In the last four 
months he will have had four monthly 
deductions of $24.87, if he is liable for the 
refundable portion of the tax. Consequently, 
he will have paid a total of $152.76 out of 
his total 1942 tax of $390.80, that is, 39 per 
cent. If this man had paid, say, life insurance 
premiums of more than $195.40 during 1942, 
his monthly tax deductions from September 
to December would have been $10.21, and 
consequently he would have paid a total for 
the year of $94.12. This would be 48 per cent 
of the tax for which he is liable on his 1942 
income—bearing in mind that he is not 
required to pay the refundable portion. In 
the same way, it could be shown that a 
married man with two children and having a 
salary of $500 a month would have paid 38 
per cent of his tax by the end of the year, 
assuming he had the savings portion of his 
tax covered by other savings commitments. 

The case is somewhat different for those 
whose incomes are not made up very largely 
of wages and salaries. They are required to 
pay their tax in four quarterly instalments, 
based upon an estimate of their income for 
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1942. The first of these instalments was 
payable on or before October 15 and the 
second on or before January 15 of this year. 
Consequently, such persons had paid roughly 
half their taxes by the middle of January 
except to the extent that they underestimated 
their income and tax. 

In summary then, it appears that most 
people had paid about half their tax or more 
by the beginning of this year; the remainder 
had paid between a third and a half of their 
tax, depending on circumstances. 

In order to put the pay-as-we-earn plan 
into effect, we wish to have all tax deductions 
made during 1943 and all quarterly tax pay- 
ments subsequent to that of January 15, 1943, 
apply in payment of 1943 taxes alone. We 
wish to avoid, so far as it is practicable, 
overlapping the payment of 1942 taxes with 
the current payment of 1943 taxes. 
overlapping for many people was to be 
expected in any case because we aimed at 
collecting only 90 per cent of the tax by 
deductions at the source, and the balance was 
to be paid at September 30—at the time 
deductions for 1943 taxes were to be taking 
place. 


ADJUSTMENT PROPOSED 


To put tax payments on a full pay-as-we- 
earn basis and avoid unreasonable overlapping 
of two years’ taxes, the government has 
decided to propose that only one-half the 
full tax liability in respect of 1942 income 
shall now be payable. The tax liability will 
be reduced by one half in the case of earned 
incomes. For investment incomes half the 
1942 liability will be deferred until the death 
of the taxpayer. Investment income of not 
more than $3,000 will be treated in the same 
way as earned income. 

There is good reason to distinguish between 
earned income and investment income in mak- 
ing this adjustment to the pay-as-we-earn 
plan. The reasons for making the change arise 
almost entirely from the side of earned income. 
We wish to overcome the tax difficulties of 
those whose earnings cease or are reduced be- 
cause they retire or die, or because they enter 
the armed forces or lose their jobs. In these 
circumstances there are much lower earnings 
or no earnings out of which to pay the tax 
due on past earnings. In the case of invest- 
ment income there is almost always capital 
out of which such remaining taxes can be paid 
following the death of the taxpayer—or in 
other circumstances. Moreover most invest- 
ment incomes are not so likely to decline 
rapidly or to cease, as are earned incomes. 
There is not such great need, therefore, to tax 
investment income on a current basis. Indeed 
the question of a change would never have 
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arisen, I feel sure, if only investment income 
were concerned. It is not practical, however, 
to put one type of income on a current basis 
and not the other. Therefore we must make 
the shift in the collection of tax on investment 
income even though it is not required on its 
own merits. In doing so, however, we do not 
need to relieve the taxpayer, or his estate, of a 
tax which he or the estate is qutte able to 
meet out of capital if not out of income. The 
course of action proposed is well in accord with 
the principle of taxing on the basis of ability 
to pay. 

What we are proposing to do in respect of 
investment income is in effect to take the 
whole series of future tax payments to which it 
will be subject and bring them forward for 
earlier payment, including the unknown in- 
come tax that would be due on the death of 
the taxpayer, and to take the first such, pay- 
ment—50 per cent of the 1942 tax—and put it 
at the other end. Thus we substitute a definite 
and known liability at the time of death for 
an unknown and uncertain one. It is some- 
thing which a man may, if he wishes, prepare 
for and even insure against. We are not adding 
to the burden on investment income—we are 
simply rearranging it. We are also withholding 
from investment income, which does not need 
it, the relief which we propose to give in the 
case of earned income and which takes effect 
at the time such income ceases or declines, 

It is proposed to treat investment incomes 
up to $3,000 in the same -way as earned in- 
come—forgiving 50 per cent of the tax instead 
of deferring it. This will enable us to avoid 
having to keep track over a long period of a 
large number of small accounts. It will afford 
a measure of relief in the future to those whose 
investment income really represents the fruits 
of earlier earnings or the protection against 
want which a man has provided for his depen- 
dents. It will also enable us to avoid what 
would otherwise be discrimination between 
those who have provided for their own old age 
by savings in the form of modest annuities 
and those whose employers have provided for 
them by pensions or superannuation payments 
which are included in earned incomes. Larger 
annuities are comparable with other forms of 
investment income, rather than with pensions, 
and will be left in the same position as at 
present except insofar as they benefit from 
the adjustment in respect of the first $3,000. 

To illustrate the effects of the proposed 
means of dealing with the tax on 1942 in- 
comes, I would like, with the permission of 
the house, to place on Hansard at this point 
two tables of figures, one showing the situation 
in respect of earned incomes of various 
amounts and the other showing that in respect 
of investment incomes. These the house and 
the public can examine at length. 
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TABLE SHOWING EFFECTS OF PROPOSED ADJUSTMENT OF 1942 TAX LIABILITY ON 
INVESTMENT INCOMES 


————————eeeeee————XXXX__l_l_l_a_a_—_e rrr 
SS meena eee eeennnsnnnneneenennnenereeenent nent ta 


Tax LIABILITY ON ApsusTED LIABILITY ON DeFreRRED LIABILITY 
1942 INcoME 1942 INcomE; Due at DeEatH oF 
Bef wa; PAYABLE DuRING 1942 AND : 
Nea ticeare (Before adjustment) 1943+ TAXPAYER 


Persons with | Persons with Persons with Persons with | Persons with | Persons with 
no savings full savings no savings full savings no savings full savings 
credits credits credits credits credits credits 


Single Persons Without Dependents 


$ ¥ $ $ $ $ $ $ 
700 40 20 20 10 
850 116 58 58 29 
1,000 172 92 86 46 
1,250 267 167 134 84 
1,500 367 247 184 123 
1,750 481 341 240 170 
2,000 621 461 310 230 
2,250 743 563 372 282 
2,500 866 666 433 333 
3,000 1,124 884 562 442 
4,000 1,694 1,374 847 687 212 Li 
5,000 2,268 1,868 1,134 934 454 374 
7,500 3,810 3,210 1,905 1,605 1,143 963 
10,000 5,452 4,652 2,726 2,326 1,908 1,628 
20,000 12,569 11,769 6, 284 5, 884 5,342 5,002 
30,000 20,336 19,536 10,168 9,768 9,151 8,791 
50, 000 36, 903 36, 103 18,451 18,051 17,344 16,968 
100, 000 82,337 81,537 41,168 40,768 39,933 39, 545 
500, 000 474,304 473,504 Zot, loo “236, 702 235,729 235,331 
Married Persons With no Other Dependents 
"$ $ $ $ $ $ $ 
1,250 50 25, 25 12 , 
1,300 100 50 50 25 
1,500 217 109 109 54 
P50 331 165 165 83 
2,000 451 251 225 125 
2,250 aL 346 285 173 
2,500 691 44] 345 220 
3,000 944 644 472 322 
4,000 1,464 1,064 Pipi 532 183 133 
5,000 2,018 1,518 1,009 759 404 304 
7,500 a OL0 2,760 Ls yesiss 1,380 1,053 828 
10, 000 5,102 4,102 2 551 2,061 1,786 1,436 
20,000 12,019 11,019 6,009 5,509 5,108 4,683 
30,000 19,586 18,586 9,793 9, 293 8,814 8,364 
50, 000 305 700 34, 753 17,876 I Wee yx de: 16,804 16,334 
100, 000 80, 187 79,187 40,093 39,593 38,891 38,406 
500, 000 464, 154 463, 154 232,077 aad les HBF 230,685 230,188 
Married Persons With Two Dependents 
| $ $ $ $ $ $ 
1,250 32 16 16 8 
1,300 30 18 18 9 
1,400 42 PA 21 10 
1,500 49 24 24 i 
1,750 115 57 Sr 29 
2,000 235 117 i lvA 59 
2,250 355 177 1 ig 89 
2,500 475 930 237 119 
3,000 728 364 364 182 
4,000 1, 248 768 624 384 156 96 
5,000 1,802 1,202 901 601 360 240 
7,500 3, 294 2,394 1,647 1,197 988 718 
10,000 4,886 3, 686 2,443 1,843 1,710 1,290 
20,000 - 11,803 10, 603 5,901 5,301 5,016 4,506 
30,000 19,370 18,170 9,685 9,085 8,716 8,176 
50,000 BD,0oT 34, 337 17,768 17, 168 16, 702 16, 138 
100, 000 79,971 78,771 39, 985 39,385 38, 786 38, 204 
500, 000 463,938 462,738 231,969 231,369 230, 577 229,981 


BD ar Nae aa at ed aa ye ai Soe ad Oe TR 00d ot Alas Bo le OR Se eee beetle ee iS a 

* This amount is one-half the unadjusted total liability. The quarterly instalments paid in respect of 
this income in Oct. 1942 and Jan. 1943, together with deductions at the source, will presumably already have 
covered most of this liability. The residual, if any, must be paid during 1943. 
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EXAMPLES OF ADJUSTMENT 


I will also give the house a few examples 
now to illustrate how the proposals work out. 
As a first example, let us recall the case I 
mentioned a few moments ago of the single 
man or woman earning $30 a week during 
1942 and without credits to offset his refund- 
able tax. Out of a total liability of $391.20, 
he had paid $164.79 by the end of the year. 
Cutting his liability in half leaves him with 
$30.81 still to pay. Of his reduced total lia- 
bility of $195.60, $62.40 is to be refunded after 
the war and the balance, $133.20, is the net 
tax. If this man in question had been paying 
life insurance premiums or other types of 
contractual savings relieving him of the lha- 
bility for refundable tax, he would only have 
about $5 left to pay when he files his return. 
Our second example was a married man with 
two children, earning $200 a month. He had 
paid, you will recall, $152.76 out of a total 
tax of $390.80, if he was liable for the re- 
fundable portion of the tax. Now that his 
liability is cut in two, he will only have 
$42.64 left to pay. If he had insurance pre- 
miums which looked after the refundable por- 
tion of his tax, he would only have $3.58 
left to pay. Going higher up the scale, and 
assuming for these higher incomes that the 
refundable portion of the tax is covered by 
other savings commitments, we find that a 
married man with two children earning a 
salary of $5,000 had a total liability in respect 
of 1942 taxes of $1,062, of which $412 had 
been deducted at the source. When his lia- 
bility is cut in half, this will leave him $119 
of tax remaining to be paid. Similarly a 
$10,000 a year man will have paid $1,208 out 
of a total liability of $3,346, and when the 
liability is adjusted, he will have $465 to pay. 

In the case of investment income we may 
reasonably assume, I think, that the two 
quarterly instalments together with deduc- 
tions at the source have accounted for most 
of the 50 per cent liability that must be paid 
immediately. This is the end of the matter 
so far as investment incomes of less than 
$3,000 are concerned. For those of more than 
$3,000 we must take half of that proportion 
of the tax which corresponds to the proportion 
of income constituted by investment income 
in excess of $3,000. This amount is deferred 
and will be due at the death of the taxpayer. 
In the case of a $10,000 investment income 
the additional deferred payments will amount 
to $1,908; in the case of a $20,000 investment 
income they will be $5,342; for a $100,000 
investment income they will be $39,933; and 
for those very few who enjoy investment 
incomes of more than this amount, they will 
be corresponding greater. The figures I have 
quoted as examples are those for a single 


person having no savings credits—in all other 
cases the amounts will be lower. 


AMOUNTS REMAINING TO BE PAID 


It will be observed that the amounts re- 
maining to be paid this year in respect of 
1942 tax liabilities are relatively small. For 
the majority of taxpayers they will be sub- 
stantially less than the 10 per cent of the 
tax which it had been anticipated would be 
payable next September. In a great many 
cases, those with relatively small incomes will 
be entitled to a refund of some of the tax 
which has already been deducted at the 
source. The amount of these refunds will 
be very small in most cases, rarely exceeding 
$15, and I would hope that most of the tax- 
payers will see fit to leave these amounts as 
credits toward any amount owing on their 
1943 tax at the end of the year. Those with 
incomes in the middle brackets, let us say 
from $2,000 to $5,000 per year, will find the 
amounts remaining to be paid relatively small 
if they have savings commitments that look 
after the refundable portion of their tax. 
If they must pay the refundable portion of 
their tax, the amount remaining will bé some- 
what more than the 10‘ per cent they were 
expecting to pay in September and conse- 
quently they will need to make an increased 
effort to provide this additional amount of 
forced saving, at the same time that they 
are paying their 1943 tax. In order to enable 
them to make these payments, it is proposed 
to require only one-third of the remaining 
outstanding amount to be paid at the time 
the return is filed, which will be June 30th, 
and the balance may be paid any time during 
the remaining six months of the year. For 
those with salaries in excess of $5,000 or 
$10,000 a year, the amounts remaining to be 
paid of the 1942 tax will in all cases, I believe, 
exceed the 10 per cent which it was expected 
would be due in September. I believe, how- 
ever, that it is not unreasonable to leave this 
relatively slight extra burdien on such persons 
at this time, bearing in mind that we are 
not making any increase in the rates of tax. 


EFFECT ON REVENUE 


The adoption of the pay-as-we-earn plan, 
together with the other changes associated 
with it, will increase our revenues in the next 
fiscal year and in subsequent years. It may 
seem strange at first sight that a rearrange- 
ment which involves cancelling some tax lia- 
bilities and making no increase in tax rates 
could somehow increase our tax revenues. 
The reason is that we replace the cancelled 
liabilities by bringing forward the taxes te 
be paid in all future years. 

The effects of these changes upon revenue 
in the new fiscal year, 1943-44, will be an 
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increase of about $115 million in our receipts 
from personal income taxes, of which roughly 
$15 million will be refundable after the war. 
Some of this increase will arise from the fact 
that the higher scale of deductions from earn- 
ings will go into effect in April instead of 
September. Another part will result from the 
fact that 1943 incomes will be higher than 
those in 1942. There will be some increase 
due to the payment of the remaining liability 
in respect of 1942 incomes in the same year 
that 1943 taxes are paid. I should add that 
several minor adjustments in income tax 
which I will mention shortly will mean the 
loss of some revenue, perhaps $10 million in 
all, and, consequently, the net increase in 
our income tax revenue in this new fiscal 
year is estimated at about $105 million in 
all, of which $15 million will be refundable. 


ANOMALY REMOVED 

The next proposal which I wish to mention 
is designed to clear up an anomaly which is 
certain to be vexatious to those affected and 
might lead to further undesirable results. It 
may be recalled that there is a provision in 
the law that the tax shall not reduce the 
income of a single person below $660 per year, 
nor that of a married person below $1,200 per 
year. The effect is that the tax, for example, 
on $1,200 of income for a married person is 
nothing, while that on $1,300 is $100, of which 
$50 will be refunded after the war. Thus 
there are ranges both above the $660 exemp- 
tion and the $1,200 exemption over which in 
effect the tax, including the refundable por- 
tion absorbs every extra dollar added to 
income. This range extends from $660 per 
year ‘to $733 per year in the case of single 
persons and from $1,200 per year to $1,362 per 
year in the case of married persons with no 
dependents. This high rate of tax on addi- 
tional earnings over these ranges has not 
been effective this year in the deductions 
made from wages and salaries because at these 
levels of income the adjustments arising from 
the national defence tax have been substan- 
tial. Hence, it has not, up to date, so far as 
I know, been the cause of much difficulty or 
complaint nor has it been noted by many 
persons. However, the new table of deduc- 
tions which must be put into effect in April 
would reflect fully this anomaly and the 
removal of incentive in these income ranges 
might have substantial and undesirable results. 
In order to maintain incentives at a time 
when it is desired to ensure so far as possible 
that everyone will stay at work and put his 
whole effort into work, I am proposing that 
we change this border-line provision. The 
new formula I am suggesting is that the tax 
in the ranges affected shall not be greater 
than two-thirds of the amount by which the 
income exceeds $660 in the case of single 
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persons and $1,200 im the case of married 
persons. Under this arrangement, any addi- 
tional dollar of income in this border-line 
range will go one-third in cash to the recipient, 
one-third in tax and one-third in refundable 
tax. This makes the incentive much greater 
than it is under the present formula, par- 
ticularly for those who mistakenly attach 
little importance to the refund feature. This 
mistaken attitude may be based on the fact 
that they have not as yet received any form 
of security representing the taxes refundable 
to them. However, I have repeatedly stated 
and now wish to reiterate that within a reason- 
able time after the tax liability for 1942 is 
established and discharged, the taxpayer will 
recelve a receipt or certificate covering the 
refundable portion of the tax which will be 
just as binding an obligation of the dominion 
as a victory bond or a war savings certificate. 
I would like to take this opportunity to em- 
phasize that the refunding of this tax to those 
entitled to it is one of the most certain acts 
of any post-war government that I can 
imagine. Not only does the whole credit of 
the dominion stand behind this undertaking - 
to repay but it would be political suicide for 
any government, however radical or however 
reactionary, to default on an obligation due 
to the mass of the wage-earners of the country. 


ADDITIONAL SAVINGS CREDITS 


I have two minor additions to propose to 
the list of those savings commitments which 
are recognized as alternative to the payment 
of the refundable portion of the tax. The 
first addition is principal payments on a mort- 
gage on the home of the taxpayer when the 
property is held in the name of the wife or 
husband of the taxpayer. Last year,:we dis- 
cussed this situation and I was not prepared 
to include such payments as I believed that 
such arrangements of family property were 
artificial and were very frequently intended 
to relieve the head of the household of finan- 
cial responsibilities which he should be pre- 
pared to carry in his own name. Since then, 
I have had my attention drawn to a great 
many types of cases where there were other 
good reasons for having the property in the 
name of the wife of the taxpayer and I do 
not now believe that there is any serious 
objection to recognizing such arrangements. 
It has also been found that quite a number 
of people have transferred property or trans- 
ferred the mortgage from the wife’s name to 
the taxpayer’s name in order to bring them 
within the law. These transfers are relatively 
expensive in many cases and in the province 
of Quebec they are not possible. Since no 
important purpose is served by encouraging 
such transfers during the years in which our 
refundable tax is in effect and since it is in- 
equitable to have a tax which can be escaped 
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in one part of the country but not in another 
I am suggesting that we now recognize these 
principal payments on a mortgage when title 
to the property is held in the name of the 
consort of the taxpayer as well as when title 
is in the name of the taxpayer himself. 

The second addition to the list of recognized 
savings commitments concerns Dominion an- 
nuities. Last year, there was considerable 
discussion as to whether or not Dominion 
annuities should be included. I did not believe 
they should be included because they did not 
fall within the general definition of those 
types of contractual savings which we wished 
to recognize. The principle on which we were 
working was that we should include only sav- 
ings contracts which could not be altered with- 
out substantial loss or forfeiture to the tax- 
payer. In the case of Dominion annuities, 
the payments can be postponed at relatively 
small cost, since all that is involved is the 
difference in interest rates on the annuity and 
on the refundable portion of the tax. During 
the past eight months in which the law has 
been in effect, I have found that a great many 
of those having annuity payments to make 
have found it exceedingly difficult to under- 
stand this important principle on which we 
have been operating. However there is a 
degree of loss or forfeiture which becomes 
important for those whose annuities are about 
to mature. In view of this, and the difficulty 
of making the principle clear to the large 
number of small annuity holders I am recom- 
mending that contractual annual payments for 
the purchase of Dominion government annui- 
ties shall not be excluded from the list of 
recognized offsets against the refundable por- 
tion of the tax. 


MINOR CHANGES 


I have a number of relatively minor amend- 
ments to the income tax which I shall mention 
only briefly. One such amendment is intended 
to clarify the position of Canadian employees 
of Canadian companies who are temporarily 
engaged abroad on war work. There is some 
doubt as to the residential status of these 
employees, particularly single men, under the 
act as at present drawn up and it is intended 
to make it clear that they are taxable. There 
will be other changes in the wording of several 
sections of the act which will be made clear 
in the bill and which are intended to strengthen 
the law against possible evasion. Another 
provision will extend the time allowed to 
corporations in filing their income tax return 
from four months to six months after the 
close of their fiscal year. They are now 
allowed six months to pay their tax and in 
view of the shortage of accountants at present, 
it is considered desirable to permit an addi- 
tional two months for the complicated work 
of making up the tax returns of corporations. 


I shall have several other minor changes to 
propose in regard to the making of returns 
and’ the penalties involved for those failing 
to make complete returns. 


DEPRECIATION SAFEGUARDS 


There is an important amendment to be 
made in regard to the provisions for special 
depreciation allowances granted for war pur- 
poses. It will be recalled that these special 
depreciation allowances have been permitted 
in the case of capital invested for essential 
war purposes either in cases approved by the 
War Contracts Depreciation Board or in those 
approved by the governor in council under the 
terms of the War Exchange Cohservation Act. 
Where these special depreciation allowances 
have been granted it has been generally under- 
stood by all the parties concerned that the 
plant and equipment to be depreciated in 
this way will have very little market value 
at the close of the war. It is desirable to 
safeguard the crown in the occasional case 
which may arise where such property proves 
to have an unexpected market value after 
the war. It is therefore proposed that when 
immovable assets have been depreciated in 
this way and later sold for more than their 
depreciated value any excess of such sales 
value over the depreciated value shall be 
applied to reduce the special depreciation 
already taken in respect of such assets. As a 
further safeguard against fictitious sales or 
sales between related corporations, it is pro- 
posed that when assets which have been 
written down by means of either special or 
ordinary depreciation are sold by a company, 
for example, to another company in which the 
first has an interest, then the second or 
purchasing company will be restricted in 
depreciating such assets further. This is a 
complicated matter to try to put briefly in a 
budget speech, and I refer any person desiring 
further information to the resolution dealing 
with this measure which I shall table before 
resuming my seat. 


ARMED FORCES 


The members of the house will recall the 
difficult problems which have arisen in regard 
to the exemptions from taxation that have 


‘been granted to various classes of members 


of the armed services. Considerable study 
has been given to this question since the last 
session of parliament in the hope that a way 
could be found to remove the various anomalies 
which were still present even after the im- 
provements which we effected last year. The 
problem created by the exemption from taxa- 
tion of officers as well as men who are overseas 
while officers in Canada (except under certain 
circumstances) are taxable has proved to be 
such a fundamental difficulty that no simple 
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solution is possible. We cannot overcome this 
distinction between officers at home and abroad 
unless we are prepared either to place a sub- 
stantial tax on those abroad or relieve those 
at home from income taxes which they should 
bear just as well as civilians. I believe that 
the house will see objections to either of these 
courses. Consequently, I am not proposing 
that we change the tax status of officers over- 
seas nor that of officers at home, except to the 
extent that I shall mention in a moment. I am 
proposing, however, that we shall recognize a 
middle group, constituted of those serving in 
the western hemisphere outside of Canada. 
Officers serving in this area will be Hable. to 
one-half the rate of tax in respect of their 
remuneration, excluding subsistence allowances. 
Heretofore they have been exempt, as they 
have been considered as serving abroad, but 
because of the way in which the war has 
developed I think it is reasonable to make a 
distinction between those who are in the United 
Kingdom or elsewhere across the ocean and 
those who are in Newfoundland, the West 
Indies, Labrador or Alaska. 

Last year, it was provided that the tax 
payable by commissioned officers in the 
armed services, apart from the refundable 
portion of the tax, should not be greater 
than the excess of their pay over $1,600 in 
the case of single men, nor the excess of 
pay and allowances over $1,600 plus the 
similar allowances appropriate in’ the case 
of a warrant officer for married men. This 
provision was intended to overcome the 
anomalies created by the fact that commis- 
sioned officers were taxable, while senior non- 
commissioned officers were not, and the tax 
frequently had the result of reducing the net 
income of a senior man below that paid to 
his junior. This provision overcame most 
of the problem but it has been by no means 
perfect. It still leaves the compulsory sav- 
ings portion of the tax effective in reducing 
an officer’s retained cash income below that 
of a warrant officer in certain cases. More- 
over it reduces substantially the difference 
between the net income of the junior com- 
missioned officers and those immediately 
above them in rank, leaving no benefit to be 
gained or very little from promotions in this 
range. We have worked out now an im- 
proved method of making adjustments of this 
character which is free from the objections 
in the present measure. The new proposal 
involves a change in the form of the provision 
from a limitation on the tax to that of a 
credit against the tax. It is proposed as well 
that the line between taxable and _ non- 
taxable members of the forces will be drawn 
on a basis of income rather than on the basis 
of commissioned rank. 

77586—34 


Under the new arrangement, those members 
of the forces receiving pay in excess of 
$1,600 a year will be liable for tax, whether 
commissioned officers or warrant officers, un- 
less they are exempt because serving abroad, 
or because their duties are normally per- 
formed in aircraft or afloat. They will 
receive, however, a credit toward their tax 
equal to the tax payable on an income of 
$1,600 for single persons, or on $1,600 plus 
the appropriate dependents’ allowance for 
those with dependents. This tax credit will 
be reduced, however, by the proportion which 
the excess of the service income of the officer 
above $1,600 (or above $1,600 plus allowances 
in the case of officers with dependents) bears 
to $1,600 (or $1,600 plus allowances). This 
will result in the tax credit being limited to 
those within the pay range of $1,600 to > 
$3,200. Let me give an example to show 
how this works—taking the case of a single 
man for the sake of simplicity. A_ single 
lieutenant receives pay of $1,825. The tax 
paid by a single man on an income of $1,600 
is approximately $407. For the lieutenant’s 
case we must reduce this by the fraction 
formed by $1,825 less $1,600—that is, $225— 
over $1,600. That reduces the credit by 
14 per cent, leaving an effective credit of 
$350. His tax before the application of this 
credit would be $522 but the credit will 
reduce it to $172, of which $86 will be 
savings. Under the present arrangement this 
lieutenant would pay a tax of $371, of which 
$146 is savings. It can be seen that this 
provision will chiefly benefit junior officers 
and officers with several dependents. It will 
bring into the taxable category a few warrant 
officers whose pay, including trades pay, 
exceeds $1,600. The proposal has the great 
advantage of providing a gradual application 
of the tax in such a way as not to disturb 
unreasonably the pay differential between 
various ranks. 

The new arrangement for taxing at half rates 
those in the western hemisphere outside of 
Canada will help to remove some of the anom- 
alous comparisons between persons serving in 
certain areas of Canada and paying tax and 
those serving across the boundary line or the 
Strait of Belle Isle and being exempt from tax. 
There is another anomaly which can be re- 
moved without exempting all administrative 
and training officers at home, or taxing officers 
abroad. This is the sudden reduction in income 
faced by an officer brought home from service 
abroad, which occurs because he thereby be- 
comes liable to tax. It is proposed that such 
an officer returning to Canada after having 
served on the strength of a unit overseas shall 
be exempt from tax for a period of six months, 
or a period equal to the time he served over- 
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seas if that was less than six months. This 
will give returning officers an opportunity to 
adjust themselves to the new circumstances. 


SEARCH FOR OIL 


Included in the income tax proposals are a 
number intended to encourage the search for 
new sources of oil in Canada during the next 
two years. The government recognizes the 
urgent necessity under present emergency con- 
ditions of expanding our oil production and, if 
possible, of discovering new _ oil-producing 
areas in various parts of Canada. Success in 
the search for oil depends upon a combination 
of experience, skill and good judgment, as well 
as capital and good luck; it is essential there- 
fore to bring into the search all we can of those 
with the necessary skill and experience. We 
desire to remove so far as possible any barriers 
which taxation may impose in the way of this 
search for oil. Several of the proposed meas- 
ures can be put into effect by regulation but I 
wish to inform parliament and the public at 
once of our intention to apply them. We pro- 
pose to revise the schedule under which pre- 
production expenses of any oil well may be 
written off against the income from it. The 
new schedule will be 40 per cent in the first 
year, 30 per cent in the second, 20 per cent in 
the third, and the remaining 10 per cent in the 
fourth. It will not be necessary to take all 
of these amounts in the years specified, and 
any amounts not used may be carried forward. 
In the case of wells commenced—“spudded 
in” I believe is the correct term—between 
January 1 of this year and March 31 of 1945, 
pre-production expenses may be written off as 
rapidly as the operator desires. The third 
change to be made by regulation is an increase 
from 15 per cent to 25 per cent in the depre- 
clation rate to be applied to all depreciable 
assets used in oil production, including oil 
drilling equipment. Fourthly, it is proposed 
that a special wartime depletion allowance of 
334 per cent instead of the present 20 per cent 
be permitted in respect of royalty payments 
received by investors from wells spudded in in 
the period January 1, 1943, to March 31, 1945. 


There are two other proposals to encour- 
age oil production that will require legislation. 
It is proposed that companies formed for 
the purpose of exploration and drilling for 
oil will be allowed to accumulate explora- 
tion costs incurred during the period January 
1, 1943, to March 81, 1945, and to write off 
such expenses against the income produced 
from any well which they may find. Secondly, 
it is proposed that all exploration costs, 
including geological and geophysical ex- 
penses incurred during the period from 
January 1, 1943, to March 31, 1945, and all off- 
property drilling expenses of dry wells which 


had been spudded in during this period shall 
be allowed as an expense or deduction against 
the current income of companies whose prin- 
cipal business is the production, refining or 
marketing of petroleum or its products. The 
tax saving so obtained will be limited to 40 
per cent of the expenditures involved. 


BASE METALS 


In addition to oil, the government wishes to 
encourage the search for new base metal and 
strategic mineral deposits, which continue to 
be urgently required for war purposes. It is 
therefore proposed to renew the present pro- 
vision of the law, enacted last year, regarding 
amounts invested by individuals in prospecting 
syndicates searching for base metals and 
strategic minerals. Instead of renewing the 
corresponding provision in respect of mining 
companies sending out their own parties, it is 
now proposed to allow companies engaged in 
the mining of metalliferous and _ strategic 
minerals to write off exploration and pros- 
pecting expenses incurred in prospecting any- 
where in Canada for base metals or strategic 
minerals. In this case, as in the case-of oil, 
the saving in tax will be limited to 40 per cent 
of the expenditure. 


COMMODITY TAXES 


As I have already indicated, the proposed 
changes in commodity taxes are not numerous 
and are such as are dictated not only by the 
need for revenue but also by the facts in 
respect of particular trades and revenues. 


LIQUOR PROPOSALS 


In order to make clear the proposals I have 
to make relating to imposts on liquor, it will 
first be necessary for me to give the house 
some background in regard to certain repre- 
sentations received from provincial govern- 
ments in regard to their revenues from liquor 
sales. The dominion’s liquor restriction pro- 
gramme was announced on December 16 last 
and provided, inter alia, for reductions of 30, 
20 and 10 per cent in the quantity of spirits, 
wines and beer, respectively, available for sale 
during the twelve months beginning Novem- 
ber 1, 1942, as compared with the quantity 
made available during the preceding twelve 
months. On December 17 I issued a state- 
ment expressing the hope that the new regula- 
tions would not financially embarrass the 
provinces, particularly as certain measures of 
adjustment were open to them. However, 
requests were received from certain provincial 
governments for a conference in order to dis- 
cuss the effect of the restrictions on provincial 
revenues. This conference was held on Janu- 
ary 28 and resulted in requests from repre- 
sentatives of most of the provincial govern- 
ments that the dominion should make up to 
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them any loss in revenue from liquor sales and 
also from motor vehicle licences which they 
might suffer in future as compared with their 
receipts from these sources in some base year. 
Varying base years were suggested by different 
provinces—the fiscal year 1941-42, the calendar 
year 1942, the year ending October 31, 1942, 
and the fiscal year 1942-43. The provinces 
were asked to submit their representations in 
writing and, while these submissions have not 
as yet been received from all provinces, we 
have given very careful consideration to such 
as have been received as well as to other 
pertinent data and are-prepared to recommend 
a programme which we believe should accord 
with the equities of the situation as a whole 
and meet the reasonable needs of the 
provinces. 

I am not so optimistic as to assume that it 
will fully satisfy all provincial governments, 
but we who are charged with responsibility 
for financing war expenditures of the colossal 
magnitude which I have described must never 
forget that there is but one tax-paying public 
in Canada, which pays taxes both to the 
dominion and to the provinces, and that, par- 
ticularly under present conditions, there is an 
overriding obligation on all governments to 
avoid extracting from the pockets of the 
people any funds that are not absolutely 
necessary. What we propose, therefore, is (1) 
to levy an additional excise duty of $2 per 
proof gallon on spirits, with a corresponding 
increase in the duty on imported spirits to 
which I shall refer later, and (2) to guarantee 
to any province the revenues it received from 
all alcoholic beverages during the twelve 
months ending June 30, 1942, provided it is 
willing to increase the retail price of the 
spirits it sells by an amount at least sufficient 
to absorb our extra levy of $2 per proof 
gallon and an additional amount equivalent to 
$2 per proof gallon for the benefit of the 
province ‘itself. 

Let me explain the reasons for the main 
aspects of this proposal so that its full signi- 
ficance may be clear to the house. Obviously 
we believe that spirits can stand an additional 
levy of $4 per gallon; only 70 per cent of the 
quantity sold in the basic twelve months will 


be available for sale in any future 12-month’ 


period and that quantity will be sold almost 
as readily with the $4 increase as without. 
Indeed, the higher price should definitely 
ease the difficulties experienced by the prov- 
inces in rationing the smaller available supply. 
If all the available supply can be sold at the 
higher price and if the provinces thus have 
it in their power to offset their possible loss 
of revenue by a price adjustment, it would be 
unthinkable that this reasonable and appro- 
priate solution of the problem should be over- 


looked and, instead, the dominion should be 
forced to accept an additional burden on 
behalf of the taxpayers of the country as a 
whole. 

It will also be noted that the guarantee we 
propose to give will be based on provincial 
liquor revenues for the twelve months ending 
June 30, 1942. Had we not also been making 
a proposal, which I shall explain a little later 
on, to change the basis of levying customs 
duty on imported spirits, it might have been 
appropriate to consider applying a guarantee 
to revenues for the twelve months, ending 
October 31 last. However, this other proposal, 
coupled with the reduction in the strength of 
spirits to not more than 30 underproof, will 
increase the revenues of the provinces in two 
ways, first, by reducing the amount of customs 
duty payable on imported spirits, and secondly, 
by increasing the number of bottles per proof 
gallon available for sale. We believe that 
the ihcreased revenues obtainable in these 
two ways will be sufficient to compensate the 
provinces for having their liquor revenues 
guaranteed on the basis of the period ending 
on June 30, 1942, rather than the period 
ending on October ‘31, 1942. 

As a result of this suggested programme, 
the provinces will be assured of a minimum 
revenue equal to, or nearly equal to, the 
highest annual revenue they have ever ob- 
tained from liquor sales, and, in addition, will 
have the possibility of enjoying an increase 
in that revenue as a result of higher retail 
prices and the savings in customs duties on 
imported spirits. I am _ hopeful - that the 
guarantee should not cost the dominion any-' 
thing and, if this proves to be the case, it 
will be as it should be, as I am sure the house 
and the country would wish it to be. 


PROVINCIAL FINANCES 


We gave very careful consideration to 
whether we should guarantee provincial 
revenues from motor vehicle licences. The 
provinces had requested this on the ground 
that such revenue was likely to fall off sub- 
stantially because of dominion restrictions on 
gasoline and rubber tires and also because the 
new liquor control regulations were likely to 
cause a substantial falling off in their most 
expansible source of revenue.. However, it is 
the war, and not the dominion government, 
which is responsible for the restrictions on 
gasoline and rubber, and the provinces cannot 
expect to be protected against every contin- 
gency to which the war may give rise. 
Furthermore, the programme I have suggested 
in regard to liquor should prevent a further 
falling off in liquor receipts and ensure the 
provinces very high continuing revenue from 
this souree. Examination of the published 
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accounts of the various provinces will show 
a very substantial increase in their ordinary 
revenues since the outbreak of war, which is 
of course due, directly or indirectly, to our 
own huge expenditures for war purposes. For 
the first time in many years, all provinces 
have been showing surpluses on ordinary 
account, some of them very substantial indeed, 
and others calculated after setting aside size- 
able reserves of one kind or another. We are 
glad to see that the war has made it possible 
for the provinces to achieve a material 
strengthening in their financial positions. The 
war, however, has made the financial task of 
the Dominion infinitely more difficult. Be- 
cause of that, because of the picture which I 
have had to present in this budget, I believe 
the house and the country will regard as fully 
justified the decision which we have reached 
to reject the provincial request for a guar- 
antee of revenues from motor vehicle licences 
and to subject our proposed guarantee of 
provincial liquor revenues to the conditions 
which I have described. 


TOBACCO 


Increasingly large sums are being spent by 
the public on cigarettes and tobacco and I 
propose to increase the revenue derived from 
this source. It will be recommended that the 
tax on cigarettes under the Special War 
Revenue Act be increased by one cent for 
each five cigarettes or fraction of five, mak- 
ing the total tax under this act two cents 
for each five cigarettes in addition to the 
excise duty of $6 per thousand. This change 
should produce an increase of $22,000,000 in 
revenue. In conformity with this change, it 
is proposed to raise the excise taxes on cigar- 
ette papers and tubes from six to eight cents 
and from twelve to fourteen cents per hun- 
dred respectively. We hope to derive $2,000,- 
000 extra revenue from this source. 

Similarly, it 1s proposed to increase the tax 
under the Special War Revenue Act on manu- 
factured tobacco from one to two cents per 
ounce. The excise duty of 35 cents a pound 
will remain unchanged. An excise tax on raw 
leaf tobacco of one-half cent per ounce is 
recommended to bring the total excise tax and 
duty to 28 cents a pound. The increases on raw 
and manufactured tobacco are expected to 
contribute $6,700,000 in additional revenue. 

It is recommended that the tax on cigars 
under the Special War Revenue Act should 
be raised by $5 per thousand in the first price 
category and by appropriate increases in the 
higher price categories. 


NIGHT CLUBS 


The amount of expenditures by the public 
in night clubs and similar places of entertain- 


ment seems to me to warrant an increase 
in the tax on such expenditures and I shall 
recommend that the rate be raised from 20 
per cent to 25 per cent. It will be recalled 
that the tax applies to the amount of every 
charge made to a patron of such place of 
entertainment andi is paid in the first instance 
by the patron to the operator. An increase 
in revenue to the extent of $500,000 is antici-. 
pated to result from this change. 


POSTAL RATES 


Thus far in the war no change has been 
made in the postal rates. The need for 
revenue is now so great that a change can 
no longer be delayed. It is proposed to levy 
an additional tax, under the Special War 
Revenue Act, effective April 1, of one cent 
per ounce or fractien théreof on certain cate- 
gories of mail, viz., on first-class office to 
office mail, (not including postcards, nor 
letters addressed to members of the armed 
forces overseas), and on so-called “drop” 
letters, 1.e., letters collected by and distributed 
from the same office. The total rates will 
be four cents for out of town letters, and 
three cents for “drop” letters. The increased 
revenue expected from these changes is $8 
million. 


TRADE AND TARIFF POLICY 


The customs tariff has fallen from the high 
position it has previously held as an instru- 
ment of fiscal and economic policy. Under 
the circumstances of war, the tariff has little 
effect except as a producer of revenue. The 
scope and direction of trade are now governed 
by the consideration of supply, transportation 
and enemy action and not by the tariff. 
Under these circumstances, changes in the 
customs tariff are of no effect in expanding 
or curtailing trade. I do not propose, there- 
fore, to recommend changes in the tariff 
other than a few modifications chiefly for the 
purpose of amending tariff items which have 
become outdated. 


There will again, however, be a time when 
the tariff will be an important instrument of 
trade policy and when this country will have 
to decide whether it will play its part with 
other countries which are prepared to help in 
freeing the world’s trade, in enlarging mar- 
kets, and in promoting the full and effective 
use of the world’s resources. 


-The government has already, by an ex- 
change of notes with the United States on 
November 30 last, undertaken to enter into 
conversations with that country, and with 
other countries, for the purpose of formu- 
lating programmes of agreed action directed 
to the expansion, after the war, of production, 
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employment, and the exchange and consump- 
tion of goods, to the elimination of all forms 
of discriminatory treatment in international 
commerce and to the reduction of tariffs and 
other trade barriers. 


Committed to these objects and having in 
mind particularly the vital concern of this 
country in access to the selling and buying 
. markets of the world, the government is 
prepared to discuss with the government of 
the United States, the government of the 
United Kingdom, or the governments of 
other countries with which we trade, recipro- 
cal trade arrangements wider in scope and 
longer in duration than have hitherto been 
made, provided always that the advantages 
of such arrangements shall be open to other 
countries willing to adhere to the same terms. 


We believe that questions of post-war 
commercial policy must be tackled broadly 
and boldly; we believe that world trade must 
have a more liberal and dependable charter 
than it has had in the past two decades; and 
that countries, such as Canada, for which 
world trade is the very blood stream, should 
be prepared, not merely to accept desirable 
arrangements but to take the initiative in 
working out a plan mutually of benefit to 
ourselves and to other countries. We believe 
that countries, which have had long experi- 
ence of friendly relations should associate 
themselves with that initiative and furnish 
to others examples of concrete accomplish- 
ment in the distribution of the world’s 
products for the mutual welfare of all people. 


TARIFF CHANGES 


The most important of the tariff changes 
proposed relates to the customs duty on 
imported spirits. The additional duty on 
spirits is being increased from $5 per proof 
gallon to $7 per proof gallon in order to 
equalize the increase being made in the 
Excise Act making the total duty on im- 
ported spirits $12. For many years, it has 
been the practice to make no allowance 
below fifteen per cent in computing the 
quantity for duty purposes of imported spirits 
of a lesser strength than fifteen per cent under 
proof. Since it is not lawful now to sell 
spirits of greater strength than thirty per cent 
under proof, it is proposed that customs 
duty shall be collected on the actual strength 
of proof. The other changes proposed in the 
customs tariff provide for a number of tariff 
reductions and amend the wording of several 
items to facilitate administration. The duty 
free item covering nickel alloys is widened 
in scope. The other changes relate to certain 
articles for the manufacture, maintenance and 
repair of buoys and beacons, cigarette paper 
in sheets, bolting cloth, glue and fresh, frozen 
or dried peel. 

This completes the tax changes which I am 
recommending and I shall, with the permission 
of the house, put on Hansard two tables, one 
showing the increases in revenue expected from 
the tax changes recommended, and the. other 
the full revenue estimates for the coming fiscal 
year after giving effect to the changes in tax 
rates and time of payment. 


Yields from Proposed Revenue Changes 
Fiscal Year 1943-44 


Increased yields from changes in existing taxation— 


Perssial eome CAk hike oak 4 he oe re ees 


Excise duties— 


At iy «Bilis ieonin td sudntaerenne hae hernia 


Excise taxes— 


Cigareeter es hee oe ee ee OF Poa ya's 
Caen tel daw ey ste atts ao Mere wie Ane ate = 
Manufactured tobacco ......6.cessseee0. 
Raw eet POUNCCO se ene re OL. re bee 8s 


Cigarette papers and tubes 


Night clubs and cabarets ............-. 


Total 


eee e sere ee ee eee eee ees ee serene 
Pie B16 @ 6 @) a0: e's 606.5) 4) clayey se Pv ‘816; © 8) 5 ea ye 


ese ©» 6 ey Sts bh, 6 8 6 w as a CS @ 8 ee Bye Se 
se ae ee oo ee koe we SEs See we 4 Sw 
os » 0 50 © 2 b= 6 6 8.0 6 6 Oe «84d Sols swe @ 
ee Sie we Cae © ee 6 ee Saas ee ea, Sy aoe 
8 a se)e = 6 6 es ok & Oe 6. 6 5 6 os ae eh OS eh ee eee © Bees 


CRE Ce SES OSS HES FOO Se OP ee Ce eS ew 


Gack fie a:b inl ot olin en Sire ree eae $ 


<6 Mae oS Bre OO Oe SOS OE CS He Oe Oe AS SS 


nth 2a 6.6 Owens en Oe 6 Salers «9.4 60a. SS ble S.A Ve em Oe BP ee) fd Oe ee 2 See 


speedetsieoe@esiaeiaecainegde peu sg pee 


ae eee ele oe ele 6. 21d Se SS 2D & CO Se. Se ODF 2S 60 00 F192 SOD & Oe Do O's 


$ 105,000,000 
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Forecast of Total Revenue for Fiscal Year 1943-44 


CUSCGT Ss TAU WS. cic kk A EMT. . WOU SRiee Sle ace ase 


Excise duties 
Sales tax 


WY Gt CRON ATO LAX. ornyn Se ook bts aeprmea bon bate oe 
Nhe rercisel Tames. aie veal. Contes baa hin lamenaaee 


Income taxes: 
Personal 
Corporation 


EMGENCEH GNC) GIVIGETIOS cc's re ucsrcutisis @ bade meters 
EI CORS,; DIROLIES TURES Wale Sirs Wins wrecele eeeeral ole Oe ee eiateee 


Succession duties 
Miscellaneous 


Total 


Total revenue 


begiratnndabie Caxee ii ae wn lemme 


Net total revenue 


Ce 


eee eor eee eer eee eee eer er eee eeee ose eee 


eoeceeevreeoeeeeere ese eese seer ee eres se 


oeecervre eee eee eee ee eee eee ee eee e 


eevee es ere ec eo ese eo eee eee ee ee 


oe ee eo eee eee ee eee eee ee eee eee ee ee 


over eeoereeereoe rec eoee ee eevee eee eee 


2,431,000,000 


eosceeeseeeer ee eoseeoe eee eee severe 


eceeveee ere eee cee ee eee owe e eee ee ee eee seee 


eevee oer ec eo eee eee eee eee eee eee 


2,601,000,000 


oe ee reo eer e eer eee eee ee soe eee ee se 


oeereceeeeo eer eeree ee ee eee eee oes 


Increase in 


Revenue from revenue from Total 
existing taxes budget proposals revenue 
$ $ $ 

LOG000:060;'% ) "A ae, 100,000,000 
130,000,000 5,000,000 135,000,000 
225:0005000 Stes ae ess ea 225,000,000 
85:000;00000 4. Ud: vans 85,000,000 
165,000,000 33,200,000 198,200,000 
825,000,000 105,000,000 930,000,000 
300, 00020005 5 os heise neek 300,000,000 
26,QO0U 000 5S. . Savehera satetels 26,000,000 
550,000: 000. 0. 0. coeteeka ces 550,000,000 
TS, 000000 OY each eines 18,000,000 
L000;0007 °° ea See 7,000,000 


143,200,000 — 2,574,200,000 


130,000,000 8,000,000 138,000,000 
2,561,000,000 151,200,000 2,712,200,000 


40,000,000 
2,752,200,000 


40,000,000 


151,200,000 


. - 210,000,000 15,000,000 225,000,000 
2,391,000,000 136,200,000 2,527,200,000 


CONCLUSION 


On the basis of these estimates of the 
yields of the increase in tax rates, the total 
revenue for 1943-44 (including the refundable 
portions of the personal income and excess 
profits taxes) should be approximately 
$2,752 million. With expenditures of $5,500 
million, we will have a budgetary deficit of 
$2,748 million to be covered by borrowing as 
compared to the similarly estimated deficit 
in the current year of $2,161 million. 


The programme which I recommend to the 
house and to the people of Canada is briefly 
and simply this, that each man and woman 
in this country should limit personal and 
business expenditures so’ that provision can 
be made of $5,500 million for the purposes of 
war and the ordinary conduct of government; 
that we should contribute $2,752 million 
through the taxes now in force and the 
additional rates which I have recommended 
and that we should lend an additional $2,748 
million. As far as simple formal standards 
will permit and careful scrutiny by the house 
will ensure, the tax contributions will be 
adjusted to the ability of each receiver of 
income to pay. But beyond this, all of us, 
individually and as people united in a common 
purpose, must determine our own ability to 
lend out of savings in accordance with the 
common objective and so manage our 
spending that we can achieve our share of 
the great task that is ahead of us in 1943-44. 


The carrying out, and to some degree the 
organization, of the borrowing programme is 
in the hands of the people themselves. It 
will be directed by the National War Finance 
Committee to whom I have four requests to 
make. 

(1) to continue and expand the programme 
of increasing the public understanding of the 
critical need for greatly increased savings; 

(2) to multiply the sale of war savings 
certificates and stamps; 

(3) to organize and carry out in the next 
twelve months two victory loan campaigns 
directed particularly to the mobilization for 
war of the personal savings of the people on 
a vastly enlarged scale; 

(4) to promote by every means the reten- 
tion by purchasers to the end of the war of 
the bonds and certificates which they buy. 


INCREASED SAVING NEEDED 


Let me emphasize two points. The only 
way to accomplish this financial and economic 
programme is through increased personal 
savings, spending less and lending more. Some 
of the people’s savings are mobilized and 
lent to the government through the insurance 
companies and other financial institutions. 
Businesses can contribute savings out of 
retained profits, umexpended depreciation and 
maintenance funds and unnecessary working 
capital. Large subscriptions to loans represent- 
ing but a temporary shifting of assets will’ 
not do what must be done. 
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My second point is this: After the close 
of each victory loan campaign, many 
thousands of subscribers dispose of the bonds 
they bought during the campaign period. 
Further, many thousands of people are 
presenting their war savings certificates 
for redemption. I should like to make 
it clear that victory loan bonds and 
war savings certificates are the property 
of their individual owners who have the right 
to turn them into cash at any time they may 
desire. No restrictions on the sale of bonds 
or on the redemption of the certificates after 
Six months are under consideration, and no 
restrictions have been under contemplation at 
any time in the past. When a person buys 
a victory bond or a war savings certificate, 
that person is making it possible for this 
country to get the men and material needed 
for war use, and is helping to fight the home- 
front battle against inflation. When people 
sell their bonds or present their certificates 
for redemption, they are withdrawing this 
help. 

Emergency needs for cash are legitimate 
reasons for selling bonds or redeeming certi- 
ficates, provided the person has no other 
forms of savings which can be used, or pro- 
vided the person cannot obtain a temporary 
loan, to be repaid out of future income, to 
meet the immediate need for cash. Sales or 
redemptions to get dollars to buy things that 
are not essential have not legitimate reason. 
We must not only increase our voluntary 
savings and lend them to our country through 
the purchase of victory loan bonds and war 
savings certificates; we must also continue to 
hold these securities at least until after the 
war, unless we need money for real emergency 
use. I repeat what I said in the budget last 
year, “Let us compete with our neighbours, 
in saving, not spending.” 

The National War Finance Committee is 
performing a task of the first importance in our 
war programme. The responsibilities of each 
person in this organization are very great, and 
I have now made them greater. 

Let no one be misled because I have con- 
sidered it wise in the interest of the total 
objective to improve and simplify the collec- 
tion of taxes rather than, to any great degree, 
to increase rates and add new complications. 
The need is so great that it must be understood 
clearly and each person must see clearly his 
own part in meeting that need. 


A DIFFICULT PROGRAM 


I shall not conceal from the house nor from 
the people that the programme which I have 
set out is a huge one and will be difficult of 
achievement. It is not a financial programme; 
it is only the financial aspect of our war 
programme. The basic facts are that indus- 
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trial workers who are making shells and tanks 
and planes cannot at the same time make 
food, and clothing and shelter. Farmers can- 
not produce food for home consumption in 
the time spent on producing cheese and bacon 
for countries on shorter rations than we. 
Ships carrying ore to make aluminum to make 
planes, or oil and gasoline for air operations 
cannot carry sugar and gasoline for the rest 
of us. 

The Canadian people can shoulder this task 
so that they can bring this year their war 
programme to its highest effectiveness and in 
addition assure to themselves and to the men 
returning from the fighting fronts resources for 
a more prosperous and ordered world after the 
war. I have confidence in the strength, the 
discipline and the united purpose of the people 
of Canada. 

We do not know when victory will be 
achieved. No one knows. Anyone who pro- 
fesses knowledge is an irresponsible deceiver. 
And in my judgment those who are airily pre- 
dicting victory in 1943 as if they did know are 
contributing to a premature relaxation of our 
war effort and in this way doing a great deal 
of harm. Most of those who believe that the 
war will be finished in 1943 and that we should 
be careful lest we put forth too great an 
effort are the same persons who thought it had 
finished and that we had lost in 1940. 

We know two things and two things only. 
We know that we are in a position to strike 
hard, perhaps crushing blows in 1943 against 
those peoples who have made good their evil 
threat to bathe the world in blood. We know 
that the time to relax our efforts in a war 
with desperate and cunning adversaries is 
when they have given up their arms and sur- 
rendered unconditionally. 

We do not need to tell these things to the 
men of the army undergoing ever more in- 
tensive battle training for the moment when. 
they strike. We do not need to tell them to 
the men of the navy driving through biting 
wind and perilous sea to find the lurking sub- 
marine. We do not need to tell them to 
the airmen winging their way over Germany 
and Italy. We in this house and the people 
of this country need to tell them to ourselves. 

Our soldiers, our sailors, our airmen will do 
their part. They are well trained; they are 
well equipped; they are well led; their courage 
and devotion are beyond praise. But what 
they achieve, they cannot achieve alone. It 
must be shared by the farmer at his work, 
the mechanic in the shop, the housewife in 
her home—in short, by every Canadian. 
Their achievements will be shared by each 
Canadian who, this year, and to the end of 
the war, carries out unswervingly, skilfully, 
relentlessly the watchwords of this budget: 
work and save. 
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RESOLUTIONS 


Mr. ILSLEY: Mr. Speaker, I desire to give 
notice that when we are in committee of ways 
and means I shall move the following 
resolutions: 


EXCISE ACT, 1934 


Resolved, that it is expedient to introduce 
a measure to amend the schedule to the Excise 
Act, 1934, and to provide: 


1. That the duty of excise on spirits distilled 
in Canada be increased from nine dollars to 
eleven dollars per proof gallon, provided that 
duty paid spirits owned by any distiller at the 
close of business on the second day of March, 
one thousand nine hundred and forty-three shall 
be subject to the following additional duty of 
excise on every gallon of the strength of proof 
two dollars and so in proportion for any greater 
or less strength than the strength of proof and 
for any less quantity than a gallon. 

2. That the duty of excise on Canadian 
brandy be increased from seven dollars to nine 
dollars per proof gallon, provided that duty 
paid Canadian brandy owned by any distiller at 
the close of business on the second day of 
March, one thousand nine hundred and, forty- 
three, shall be subject to the following addi- 
tional duty of excise on every gallon of the 
strength of proof two dollars and so in propor- 
tion for any greater or less strength than the 
strength of proof and for any less quantity 
than a gallon. 

3. That any enactment founded upon the fore- 
going resolution shall come into force on the 
third day of March, one thousand nine hundred 
and forty-three. ‘ 


SPECIAL WAR REVENUE ACT 


Resolved, that it is expedient to introduce 
a measure to amend the Special War Revenue 
Act and to provide: 


1. That the excise tax on each letter trans- 
mitted by post be increased from one to two 
cents. 


2. That the excise tax on cigarettes be in- 
creased from one cent to two cents for each 
five cigarettes or fraction of five cigarettes 
contained in any package of cigarettes manu- 
factured in or imported into Canada. 


. 3. That the excise tax on manufactured 
tobacco be increased from one to two cents 
per ounce actual weight or fraction thereof 
on manufactured tobacco of ali descriptions, 
except cigars or cigarettes, manufactured in or 
imported into Canada. 


4. That there shall be imposed, levied and 
collected an excise tax of one-half cent per 
ounce actual weight or fraction thereof on Cana- 
dian raw leaf tobacco when sold for consump- 
tion in Canada. 
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5. That the excise tax on cigarette paper be 
increased from six cents for each one hundred 
leaves or fraction thereof to eight cents. 


6. That the excise tax on cigarette paper 
tubes be increased from twelve cents for each 
one hundred cigarette paper tubes or fraction™ 
thereof to fourteen cents. : 


7. That the excise tax on the price of admis- 
sion to certain places of entertainment be in- 
creased from twenty to twenty-five per cent. 


8. That subsections (a), (b) (ce), (d) and 
(e) of section 1 of schedule II to this Act be 
repealed and the following substituted therefor: 

1. Cigars:— 

(a) valued at not more than forty dollars 
per thousand, per thousand, six dollars 
and twenty-five cents; 

(b) valued at more than forty dollars per. 
thousand and not more than one hun- 
dred and ten dollars per thousand, per 
thousand, thirteen dollars and fifty 
cents; 

(c) valued at more than one hundred and 
ten dollars per thousand and not more 
than one hundred and fifty dollars per 
thousand, per thousand, twenty-five 
dollars; 

(d) valued at more than one hundred and 
fifty dollars per thousand and not 
more than two hundred dollars per 
thousand, per thousand, thirty-five 
dollars; 

(e) valued at more than two hundred 
dollars per thousand, per thousand, 
fifty-five dollars. 


9. That any enactment founded on paragraph 
one of these resolutions shall come into force 
on the first day of April, one thousand nine 
hundred and forty-three. 

10. That any enactment founded on para- 
graphs two to eight, inclusive, of these reso- 
lutions shall come into force on the third day 
of March, one thousand nine hundred and 
forty-three. 


CUSTOMS TARIFF 


1. Resolved, that schedule A to the customs 
tariff, being chapter forty-four of the Revised 
Statutes of Canada, 1927, as amended, is further 
amended by striking thereout tariff items 105a, 
156, 156a, 197c, 232, 355, 4401, 563, the several 
enumerations of goods respectively and the 
several rates of duties of customs, if any, set 
opposite each of the said items, and by inserting 
the following items, enumerations and rates of 
duty in said schedule A: 
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2. Resolved, that schedule A to the customs 
tariff, as amended, be further amended by 
deleting from the Customs Tariff Amendment 
Act, 1939, as amended by chapter twenty-nine of 
the statutes of 1940, chapter thirteen of the 
statutes of 1941 and chapter twenty-three of the 
statutes of 1942, the following enumerations of 
goods and rates of additional duties of customs: 


Whisky, brandy, rum, gin and all other 
goods specified in customs tariff items 156, 
156a, and 156b: $5 per gallon of the strength 
of proof. 


and by substituting therefor the following 
enumerations of goods and rates of additional 
duties of customs: 


Whisky, brandy, rum, gin and all other 
goods specified in customs tariff items 156, 
and et $7 per gallon of the strength of 
proof. 


3. Resolved, that any enactment founded upon 
the foregoing resolutions shall be deemed to 
have come into force on the third day of March, 
one thousand nine hundred and forty-three, and 
to have applied to all goods mentioned in the 
foregoing resolutions imported or taken out of 
warehouse for consumption on and after that 
date, and to have applied to goods previously 
imported for which no entry for consumption 
was made before that date. 


INCOME WAR TAX ACT 


Resolved, that it is expedient to amend the 
_ Income War Tax Act and to provide: 


1. That in respect of the taxation year 1942 
the income tax liability, of taxpayers other than 
corporations, under subsection 1 of section 9 of 
the Income War Tax Act, in respect of earned 
income and in respect of investment income up 
to $3,000 shall be one-half of the amount cal- 
culated according to the schedules therein 
specified; 


2. That in respect of the taxation year 1942 
one-half the liability of taxpayers, other than 
corporations, under subsection 1 of section 9 of 
the Income War Tax Act, in respect of invest- 
ment income in excess of $3,000, shall be de- 
ferred and shall not be due until the date of 
death of the taxpayer; 


3. That the returns of income in respect of 
the 1942 taxation year for taxpayers other than 
corporations shall be due on the 30th June, 
1943, together with payment of one-third of the 
taxpayer’s unpaid income tax liability not other- 
wise provided for herein, the remaining two- 
thirds to be due and payable on the 38lst 
December, 1943; 


4. That the date of filing annual returns of 
income by taxpayers other than corporations 
shall be the 3lst day of March in the year 
following the receipt of the income; 


5. That the date of filing annual returns of 
income by corporations shall be six months after 
the close of the corporation’s fiscal period. 


6. That _in respect of the taxation year 1943 
and for each year thereafter sole proprietors 
(other than farmers) and taxpayers whose in- 
come from sources other than salary and wages 
exceeds 25 per cent of their total income, shall 
pay by quarterly instalments as follows: 

20 per cent on the 3lst March, 

25 per cent on the 30th June, 

25 per cent on the 30th September, and 
30 per cent on the 3lst December. 


7. That taxpayers whose chief business is that 
of farming shall in respect of the year 1943 and 
for each year thereafter pay two-thirds of their 
income tax liability for the current year on or 
before the 31st day of December and the remain- 
ing one-third on the following 3lst March; 


8. That taxpayers whose chief occupation is 
that of farming may be allowed to carry for- 
ward for two years any farm losses, incurred by 
them in 1942 or any subsequent year; 


9. That in the case of a single person or 
person with equivalent status whose taxable 
income is less than $820, the tax payable shall 
not exceed two-thirds of the amount by which 
such taxpayer’s taxable income exceeds $660. 


10. That in the case of a married person or 
any person granted an equivalent status under 
the act whose income is less than $1,570, the 
tax payable shall not exceed two-thirds of the 
amount by which such taxpayer’s taxable income 
exceeds $1,200; 


11. That where a sale of assets takes place 
between persons with common interests, the 
total depreciation which has been and may be 
allowed on such assets in the hands of the 
transferor and the transferee together shall 
not exceed 100 per cent of the original cost 
of the assets before such sale took place; 


12. That where immovable assets (not in- 
cluding equipment or machinery) in respect of 
which special or accelerated depreciation has 
been allowed, are subsequently sold at a price 
in excess of the residual undepreciated value, 
such excess shall be applied to reduce propor- 
tionately in each year the special or accelerated 
depreciation previously allowed to the trans- 
feror; provided, however, that such taxpayer 
shall not be deprived of ordinary depreciation 
which but for the special depreciation would 
have been allowed as a deduction from income; 


13. That all employees, whether single or 
married, of Canadian companies, sent outside 
of Canada temporarily to perform services on 
behalf of such companies, shall be liable to 
pay income tax while so engaged outside of 
Canada; 

14. That the tax payable by a corporation 
shall be paid by twelve monthly instalments 
commencing in the sixth month prior to the 
close of its fiscal period 

(a) as to the first eleven months, one-twelfth 

of the estimated tax, having regard to 
the previous or anticipated current year’s 
income, applying the current year’s rates, 
and 

(b) as to the twelfth month, the balance of 

the tax payable, having regard to the 
income and applying the rates of the 
taxation year; 


provided, however, that should any instalment 
paid in each month of the seventh to eleventh 
month, both inclusive, be less than one-twelfth 
of the tax actually found to have been due, 
such deficiency shall bear interest at the rate 
of 5 per cent per annum from the close of the 
company’s fiseal period; 

15. That principal payments made by a tax- 
payer in respect of a mortgage or agreement 
for sale on or with respect to one residential 
property, which mortgage or agreement for sale 
was registered or in effect prior to the 23rd 
day of June, 1942, but was an obligation of 
such taxpayer’s spouse, shall nevertheless be 
eligible as an offset against the refundable por- 
tion of the income tax payable; 
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16. That all drilling costs on wells spudded-in 
during the period January 1, 1943 and March 
31, 1945, and abandoned within six months after 
completion of drilling and all exploration costs 
including all general geological and geophysical 
expenses incurred between the said dates may 
be allowed as a deduction against current in- 
come of companies whose principal business is 
the production and/or refining and/or market- 
ing of petroleum and/or petroleum products; 
provided, however, that the tax saving here- 
under shall be Lmited to 40 per cent of such 
expenditures; 

17. That exploration expenses incurred during 
the period January 1, 1943 to March 31, 1945, 
by companies formed for the exploration and 
drilling for oil may be accumulated and allowed 
as an expense against the income from any well 
found hereafter by such company; 


18. That payments of oil royalties shall be 
subject to a deduction at the source at the 
rate of 7 per cent; 


19. That all companies mining metalliferous 
and strategic minerals shall be allowed a deduc- 
tion of their exploration expenses incurred in 
searching for base metals and strategic minerals 
in respect of expenses incurred during the 
period January 1, 1943, to March 31, 1945; 
provided, however, that such tax savings shall 
not exceed 40 per cent of the expenses so 
incurred ; 

20. That contractual payments .made in 
respect of any dominion government annuity 
contract shall be permitted as a deduction 
against the refundable portion of the income 
tax payable; 

21. That the taxes payable and paid to a 
municipality pursuant to the provisions of sub- 
sections 6, 9 and 11 of section 39 of the Assess- 
ment Act (Ontario) R.S.O. 1937, chapter 272 
which are deemed to be taxes on real property, 
may be allowed as a deduction from the income 
of any mining company; provided that the said 
Assessment Act is so amended as to provide 
that in assessing the said taxes payable to the 
municipality, taxes payable by a mining com- 
pany under the Income War Tax Act and the 
Excess Profits Tax Act are not allowed as a 
deduction; 

22. That the service pay and allowances of 
’ the Canadian naval, military and air forces 
while in the Canadian active service forces in 
the western hemisphere other than in Canada 
shall be subject to income tax at one-half the 
effective rate applicable to each individual 
taxpayer, such rate to be determined by cal- 
culating the total tax on each taxpayer’s total 
income, determining the effective rate which 
the tax bears to such total income and allow- 
ing a credit against the tax payable of one- 
half of the effective rate on such service pay 
and allowances; provided, however, that no 
tax shall be payable in respect of the service 
pay and allowances of any such member of the 
Canadian naval, military and air forces whose 
total service pay does not exceed the sum of 
$1,600 (or in the case of female members of 
the said services such lower appropriate amount 
as shall be determined by the Governor in 
Council) and provided further that no tax 
shall be payable on service pay and allowances 
by members of the said forces whose duties are 
of such a character as are required normally 
to be performed afloat or in aircraft; 

23. That the service pay and allowances of 
any member of the Canadian naval, military 
and air forces who is in the Canadian active 


service forces and who has been overseas on 
the strength of an overseas unit outside of the 
western hemisphere and whose service pay is in 
excess of $1,600 shall be exempt from taxation 
on the first six months’ service pay and allow- 
ances received by him after his return to Can- 
ada; provided, however, that the period of such 
exemption shall not exceed the length of the 
period which has been served on the strength 
of an overseas unit outside of the western 
hemisphere; provided that in the case of female 
members of the said forces the figure of $1,600 
shall be replaced by such appropriate lesser 
amount as may be determined by the Governor 
in Council; 


24. That members of the Canadian naval, 
military and air forces in the Canadian active 
service forces and in receipt of service pay and 
allowances in excess of $1,600 shall be allowed 
a credit from the tax otherwise payable equal 
to the tax payable on $1.600 (increased by 
dependents’ allowances in the case of married 
persons but not including any allowance for more 
than six children) provided that on incomes over 
$1,600 (or appropriately increased by depen- 
dents’ allowances) the tax credit. shall be re- 
duced in the same proportion that such income 
exceeds $1,600-(or appropriately increased by 
dependents’ allowances); provided that in the 
case of female members of the said forces the 
figure of $1,600 shall be replaced by such appro- 
priate lesser amount as may be determined by 
the Governor in Council; 


25. That any enactments founded on 

(a) Resolutions 4, 5, 9, 10, 11, 14, 18, 22, 
23 and 24 shall be applicable to the income of 
the 1943 taxation period and fiscal periods end- 
ing therein and all subsequent periods; 

(b) Resolution 12 shall be applicable in 
respect of any sale made after March 2, 1943; 

(c) Resolutions 13, 15 and 20 shall be applic- 
able to the income of the 1942 taxation period 
and fiscal periods ending therein and all subse- 
quent periods; 

(d) Resolution 21 shall be brought into force 
on proclamation by the Governor in Council and 
be applicable to the fiscal period therein 
designated and to all subsequent periods. 


EXCESS PROFITS TAX ACT 


Resolved that it is expedient to introduce a 
measure to amend the Excess Profits Tax Act, 
1940, and to provide: 


1. That the definition of “standard profits” 
be amended to provide that the “standard 
profits” of wholly-owned subsidiary companies 
incorporated in 1942 or thereafter shall not in 
the aggregate exceed $5,000 when the sum of 
the capital employed by the parent and such 
subsidiary companies taken together is not sub- 
stantially greater than the capital employed by 
the parent company prior to the incorporation 
of such wholly-owned subsidiary companies. 


2. That where an upward adjustment of the 
standard profits has been made by the Minister 
because of an increase in capital employed 
during the “standard period” then ‘an adjust- 
ment downward shall be made for subsequent 
decreases in capital employed which have not 
been accompanied by an equivalent reduction in 
capital stock, but not to an extent greater than 
the said upward adjustment. 

3. That any amendment founded on the fore- 
going resolutions shall be deemed to have come 
into force at the commencement of the said Act. ~ 


APPENDIX 


TO 


THE BUDGET, 1943-44 


Budget Papers presented by the 
Honourable J. L. Ilsley, M.P., for the 
information of Parliament on the occasion of the 
Budget of 1943-44 


A. Review of Government Accounts, 1942-43, 


B. Tables on Economic Conditions, 1942-43. 
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DOMINION OF CANADA 


A. GOVERNMENT ACCOUNTS, 1942-43 


COMPARATIVE SUMMARY STATEMENT OF REVENUES AND EXPENDITURES 


1. Because of the early date at which the budget is being brought down and 
of the added difficulty in forecasting war expenditures and receipts from taxes 
imposed to meet outlays for war purposes, it must be recognized that the figures 
which are presented for the current fiscal year ending March 31st next are 
approximations only, and that when the books of the year are finally closed 
there may be considerable variations from the figures shown herein. 


2. The following tables show, by main categories and in detail, estimated 
revenues, estimated expenditures and the estimated increase in net debt for the 
fiscal year 1942-43, together with comparable figures for the four preceding 
fiscal years: 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 
(000 omitted) 


Ee eS eS SS ees 
SSS 


Esti 
wad 1938-39 | 1939-40 | 1940-41 | 194142 | Batipatod 
$ $ > $ $ 
He aR ee eA ae 78,751 | 104,301} 130,757] 142,392 118,000 
Sr AGE teeth vers hee 18,530 | 21,267} 34,140] 46,776 68,450 
Cigars, cigarettes and tobacco....... 33,225 40,597 55,417 65, 050 77,100 
TAGEDC OS UIy Dita bees ese cae er 34 30 45 40 40 
51,789 61,859 89, 602 111,866 145, 590 
Vicda TF OIMUUS a xhcs,s eave ae nee wenios 475 827 994 1,775 3,500 
51,314 61,0382 88, 608 110, 091 142,090 
Excise taxes— 
PAPAL. Uh pleas GhOUCR Dine AED OR sensi 125, 927 141,121 184, 536 246, 553 245, 000 
Manufacturers— 
Automobiles, rubber tires'and tubes 1,343 1,568 11,206 16,742 ee a 
ELT Seite hy Srecicttere aisieeio nn eee <r ES Yas arm 5 
Ciera capes ee - - = | 28752] 25,500 
Candy and chewing gum.......... 71 SK as ue ,400 
Cigarette papers and tubes........ 1,450 1,879 3,356 3,948 4,700 
Cigars, cigarettes and tobacco.... 125 130 245 333 22,000 
BGVerazese nih wh, bee teen rae — Es = 6,247 14,000 
Matches and lighters.............. 1,819 2,135 2,173 2,766 2,650 
Sse Racal ly. 9 aed TD ona 11,004 12,302 11,894 22,009 - 14,000 
Toilet preparations and soap...... 1,249 1,371 1,542 3,559 4,500 
Trunks, bags ete. f2e0 8. Ve Sa — eS = rs 2,100 
Electric and gas appliances........ _— om 1,886 8,470 5, 200 
Phonographs, radios and tubes.... — rae 1, 289 2,361 1,200 
Wier ico PAR tle ane ae 230 420 658 1,445 1,800 
Sundry ior ie eS ae ae 235 312 682 877 1,770 
AYOUSeMMEH DTA ocean ee ee — a rr 8,792 11,800 
Special excise (importations)........ 15,591 1,979 1,008 861 450 
Transportation and communication.. 1,640 1,657 1,848 8,131 16,475 
Stamps, licences, interest, etc....... 4,885 4,829 4,747 5,095 12,600 
Wariexchangotsr, .h 0.0 p0re sees eet — a 61,932 100, 874 94,000 
165,498 169,703 289, 002 463,795 492,395 
Mess relunds oa ster oes es cen eee 3,787 3,675 4,835 10,370 15,000 
161,711 166, 028 284, 167 453, 425 477,395 
Income Tax— 
Individuals—Graduated.............. 46,937 45,407 75,863 189, 502 460,000 
National Defence Tax... _— =< 27,672 106, 637 80,500 
COrporationsedic Acces ec oe 85, 186 77,920 131,566 185,836 350,000 
Dividends, interest, etc.............-. 9,903 11,122 13,042 28, 269 27,000 
Bxcess profits: Taxes tt. Bn ae — _ 23,995 135, 168 455,000 
142,026 134, 449 272,138 645, 412 1,372,500 
Succession duties.’.. 6. c..6.s0ccccceees _— to = 6, 957 14,000 
Banks, Insurance Companies, etc.— 
Chartered banks (004, oon ues 1,014 949 898 786 690 
Insurance companies...............- 891 926 972 1,148 10,500 
Miscélanecuass selec uu hea eee 547 540 636 702 700 
Total Revenue from taxes........... 436, 254 468, 225 778,176 | 1,360,913 2,135,875 
Non-tax Revenues— 
MOstiONice se ee ae a ae eee 35, 288 36,729 40, 383 45,994 49,000 
Return on investments................ 14,407 14,617 17,902 25,826 41,500 
Bullion and coinage................40. 2,052 3,756 6, 266 4,767 5,750 
Premium, discount and exchange...... 477 7,939 6,107 11,855 — 
MOE sh, By Keen CUE cee Meee 9,539 10,351 10,921 14,469 17,500 
Total non-tax revenue..........cccccees. 61,763 73,392 81,579 102,911 113,750 
Total ordinary revenues................ 498,017 541,617 859,755 | 1,463,824 2,249,625 


_ 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS—Concluded 


(000 omitted) 
——  0—wa“Onm@aoomsS8$8WspmoOmSow9HTSooH9HwS0somo 


aes 1938-39 9 Estimated 
38-3 1939-40 1940-41 1941-42 1942-43 
$ $ $ $ $ 
Special Receipts and Other Credits— 
Consolidated Fund— 

Refunds of previous years’ Special 

Expenditure..... go ee Dee ee 1,232 153 78 102 250 
Refunds. of previous years’ war 

RP NINO ee lL et Poe Vo 6 8 oe oie _ — 1,221 13, 200 11,000 
ee WANE ETIST Shyu eas seks as oe shee — 11 1,410 459 275 
Special receipts arising out of the 

oe Ve os ged ea Ce arr a — 321 3,184 ()j— 


Canadian National Railways— 
Operating surplus for calendar 
Aes kh Se geen eee —_ — — 4,016 25,000 
Capital gain on repatriation of 
Canadian National Railways 


a ET Se — — 5, 504 99 11,000 
Dominion stock ‘‘A’’ written off.... — — 4 — _— 
Montreal Turnpike Trust Account— 

Oo EE eS Ae 24 _ — — — 


Canadian Wheat Board, Reserve 
Account—Adjustment based on 
_operations of the Board calculated 
Re a hk a wie ace — — — as 6, 660 


—— | | 
—_— $$ | 


Total Consolidated Fund............... 1, 256 164 8,538 21,060 54, 185 


— | | | SS 


Capital Accounts— 
Refunds of previous years’ expendi- ‘ 


LA ea ay eas es ae ee 40 21 20 38 25 
Net insurance proceeds on the P.E.I. 
Reet Cy rd te te ee SS wai e's -- — — 984 — 


Non-active Accounts— 
Canadian Government Merchant 
Marine, Limited— 
Balance in Contingency Reserve... — — 1 — — 
National Harbours Board— 
Reduction in indebtedness........ _ ~ — 33 15 
Write-downs to Consolidated Fund— 
Seed Grain and Relief Loans....... 18 1 46 58 50 
Relief Loans to Province of Sas- 
GRETA os ao a wads. s 30 woos — 17,682 — — — 
Soldier and General Land Settle- 
TAH GMO OANSH Es Hels eet s.c1c «ree 6 stele 127 ~— — — — 
Canadian National Railways Se- 
curities Trust Stock— ‘ 
Line abandonments............-. Zila 2,600 2,334 2,539 4,500 
Net capital loss on sale of S.S. 
Prince David and S8.S. Prince 


Won ah US AS, BA AIR a ee er — — 1,475 — _— 
Total Special Receipts and Credits...... 4,154 20,477 12,414 24,712 58,775 
Grand Total Revenue................+. 502,171 562, 094 872,169 | 1,488,536 2,308, 400 


Less estimated amount of Income and 
Excess Profits Taxes refundable after 
TE OVE REDO. ak CERO ICE Raa ae Oe 


— —_— —— — 100, 000 
2,208, 400 


Ce ene ee ee ee ee ee 
(1) Included in Ordinary Revenues. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS 


(000 omitted) 
————— 
Estimated 
— 1938-39 1939-40 1940-41 1941-42 1949-43 
$ $ $ $ $ 
ORDINARY EXPENDITURE 

AOTIGOILUPO Ione. sas 2 teat Se wake os sede Bee 9,527 11,817 8,593 8,430 8,717 
Auditor General’s Office...............- 473 459 453 457 433 
Civil Service Commission.............-- 379 398 397 399 429 
External Affairs, including Office of 

Prime Ministers... 6.0 nssa sods coaseh ae 1,057 1,220 1,013 1,052 1, 259 
Finance— 

Interest on Public Debt............... 127,996 129,315 139,179 155,018 185,000 

Cost of Loan Flotations and Annual 

Amortization of Bond Discounts and 

ACI IDIBSTONS Hoe rie des dene cet 4,914 4,992 6, 304 16,350 13, 530 

Subsidies to Provinces................ 13,752 13,769 13,769 14, 409 14, 487 

Special Grants to Provinces........... 7,475 5,475 5,475 — —_ 

Wartime Prices and Trade Board— 

Dominion Fuel Board Administra- 

tion, coal subsidies and subventions oe _ -— (4) 4,880 4, 987 

Miscellaneous Grants and Contributions 643 660 530 531 bans 

Civil Pensions and Superannuation.... 638 567 500 435 406 

Government contribution to Superan- 

NUALIONRUNG on nee eels 2,220 2,208 2,316 2,347 2,350 

Old Age Pensions, including pensions to 

DLNGeNET SONS) ti. a Cimento aces 29, 044 29,977 29,912 29,612 29,985 

Compensation to Provinces under Do- 

minion-Provincial Taxation Agree- 

ments— 

Income and Corporation Taxes. . — — — 21,120 84,900 
Gasoline. Dax ich tho oc eles es _ — — — 10,000 

Premium, Discount and Exchange..... _ — — — 1,500 

Administrative and Sundry Expendi- 

GUYS ee eae ark Sade Ge ree 3, 689 3,966 3,508 3, 0Lt 4,478 
PiIshGricd AM coo eae ean ee ch ease 2,036 2,320 1,618 1,679 1,811 
Governor General and Lieutenant Gov- 

GIHOTSn le eee ee is ee eee 226 227 213 | #226 232 
INSUPATI CONS tae hee cele Chea FOE oe 194 195 176 181 183 
SUSUR! CLL ee eA a mee ee eos ee 2,748 DARPA DATAL 2,657 2,455 

Penitentinries.. seers vs hedes were sees 2,675 2,941 Para lie 2,786 3,055 

ADOUT I Re arta e seihion eee eee epee 788 788 826 762 740 

Technical Education.................. 27 31 18 41 30 

Unemployment Insurance Act, 1940— 

AUMINIStTALIGN:c..0 0) Ske eile kee ee — _ 69 2,344 5,000 

Government contribution........... — _ — t,286 12,000 

Government Annuities— 

Payments to maintain reserve....... — 379 111 617 400 
Legislation— 

Hotse:of Commons <6 1.64 iain fonts Ge 1,800 1, 286 2,468 1,408 1,800 

Library of Parliament................ 72 76 70 72 if 

DOHA te ya. dank Oliva Gate ober Sates 600 432 868 424 540 

Generales ga cee Manes be cru eae 75 68 58 47 62 

Dominion Franchise Office............ 50 _— =a a ae 

Chief Electoral Officer, including elec- 

PION AS ieee ce tl ae te terse Re 114 458 2,469 282 1,473 
Mines and Resources 

Administration Lda lta B Surat a ty mee ot eas 184 186 179 178 167 

Immigration and Colonization......... 1,385 1,338 1,273 1,289 1,422 

PHAN ATiAiTa so ee nee ee 5,305 5,675 5,183 5,000 5, 265 

Lands, Parks and Borests.0.itoscacthi 2,249 2,116 1, 937 1,959 1,824 

Surveys and Eingneeniaeae J. ae 1,325 1,301 1,114 1,128 1,186 

Mines and Geological Survey.......... 1,340 1,324 1178 1,156 1,213 

Movement of Coal and Subsidies under 

Damestic fuel Act... 5. cece ne 1,921 4,532 4,408 ?) — — 
Munitions/andSupplhyis an eecteow. cee. — — 9 12 12 
National Defence— 

Administrations: a. 00's, esee ol ail atte’ 409 arent 7g 30 43 38 

Militia Dervicn.:.=.% tsk ee Pater 15,772 5,997 — —_ = 

Waal Deryvice 26... Sis ee 6,590 1,869 — — = 

Air Service. ba UY ca E ay ors 11,216 4,852 — _ — 

PUNCEY DOrVvieeS so... west sa ecm nei enes 447 295 168 223 1,716 
National Revenue (including Income 


BAR) cere teres as sh ve Cal ew a a ee 11,899 12,064 12, 229 13, 428 15,445 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 


FOR THE LAST FIVE FISCAL YEARS—Continued 


(000 omitted) 


ORDINARY EXPENDITURE—Con. 


Pensions and National Health— 
Assutiniatration, 62295 ohh io). ook bs 
Treatment and after-care of returned 

soldiers (War 1914-18)............... 
Pensions (War 1914-18) and Military .. 
POGe eet) dee See net Mee is oss 

MA A TNMR OI See ao ds a x wiki ees ove webs 

Pe IO, ole ois cial isibitlb ie dedig oss oe » 

ASE EO IVOR. ae Shek Ws weeks bale « 

Public Printing and Stationery.......... 

LEA oy BO 8 ee 

Royal Canadian Mounted Police........ 

ATMEL UBLO Pees shee) 6 iid i's shan sve ee 

POISE OGULIOIIONG.. ss cc seca nc ceccecs ss 


Mail Subsidies and Steamship Sub- 

Oe Sn en 
Transport— 

PUCIAHIBELAUION oe ca scviwses ve osc eds 


Railways and Canals.................. 
Maritime Freight Rates Act.......... 
Railway Grade Crossing Fund........ 


Total ordinary expenditure...... 


CapitaL EXPENDITURE 


OT A ho os Lei oe oo a'es 
TaTLel Ce ore a aE ae eee on 


WarR EXPENDITURE 


War Appropriation Acts................- 
The War Appropriation— | 
(United Kingdom Financing) Act, 
GD: RS a Ee Oe 


Spec1AL EXPENDITURE 


Unemployment Relief— 
Administration—Relief Acts.......... 
Grants-in-aid to Provinces..........-- 
Material Aid to Provinces, including 

municipal improvements projects. .. 
Dominion share of joint Dominion- 
Provincial projects..........e+++ss+- 
Domimion, projects... .......5+-.-. eet 
Transportation facilities into mining 


(1) For previous years included in De 


1938-39 1939-40 1940-41 


1941-42 Estimated 


$ $ $ 
118 132 133 
13,453 14,771 13, 402 
42,181 42,219 41,515 
1,012 1,113 1,111 
35, 456 36,726 38,700 
49 59 54 
159 150 126 
191 199 283 
15,484 13,065 11, 507 
6,145 5, 626 5,554 
730 836 772 
758 624 582 
4,763 4,999 4,315 
1,847 1,933 1,908 
1,993 1,907 942 
371 358 334 
3,457 3,862 3,478 
4,271 4,215 3,795 
249 312 470 
4,371 3,763 3,527 
2,583 2,660 3,951 
187 255 126 


| | | ef 


— | | J | 


2, ee ee ey 


26 23 7 
5,398 7,007 3,351 
5,424 7,030 3,358 


1942-43 
$ $ 

182 149 
12,667 13,124 
40,569 39,716 
1, 246 1,313 
41, 502 45,439 
54 62 
123 126 
195 248 
11,937 12,143 
5, 985 6,451 
823 839 
564 562 
(#) 6,200 4,804 
, 909 1,991 
616 629 
388 386 
3,386 3,471 
4,010 4,233 

ey a — 
3,694 3,644 
3,935 4,917 
25 11 
444,778 565, 762 
+ 11 
3,426 3,851 
3,430 3,862 


| a | | | 


——— | Sf | 
— 


a | | 


i | | | 
— 


260 287 236 
17, 037 _— — 
— 19,534 15, 785 

6, 259 7,147 1,794 
12,981 24,919 9,784 
1,213 1,121 48 
37,750 53,008 27,647 


106 — 
2,063 834 
6,331 4,822 
8, 500 5, 656 


ns 
| 
——— 


partments of Trade and Commerce and Mines and Resources. 


2) F t year see Department of Finance. 
(3 fe esr Speer of $2,615,000 for Census of population of Canada. 


(4) For current year included in National War Services 
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SPAT EMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(000 omitted) 


eS lens UA ak RR oe el he a pep eis oN ae a ee 
Se eee ee EEEE————E—E—E—E—————s 


we Ets 1938-39 1939-40 1940-41 1941-42 gtr tae 
$ $ $ $ $ 
SpectaL ExpeENDITURE—Concluded 
Western Drought Area Relief— 
TDITECUUECALIOL ANG cite ciel cure ceiaiate eters 9,146 1,605 — — — 
LO VEVC UA Caro e (2) AL yh ale SAL OER Ne 
Prairie Farm Assistance Act, 1989— 
FANGIMINISULAUONe cies astis ciailteve eee eae _ — 346 423 A 
Advances to Prairie Farm Emer- 
OTIC MERTURIS LG a haan ye wr evsone SU —_— 7,500 4,376 11,848 700 
‘Wheat acreage reduction plan— 
PVCTIVIDISET ADI. ONS oo ete ela eis pls insta _— — _ 980 1,060 
Payments of awards to farmers...... — — ~- 29, 654 23, 045 
9,146 9,105 4.722 42,905 25,017 
Provision for reserve against estimated 
losses on 1938 wheat marketing guaran- 
TGOBUR moe Weta ar tt dots amet ans watt einie, wo 25,000 |- 27,000 — —_— — 
Provision for reserve to meet deficits 
resulting from the operations of the 
Canadian Wheat Board calculated as 
at July 31, 1940 and 1941, respectively, : 
- not previously provided for,.......... _— — 10,500 12,571 — 
Total special expenditure.......... 71,896 SOslia ae 42,869 63,976 30,673 
GOVERNMENT OWNED ENTERPRISES 
Losses charged to Consolidated Fund— 
Canadian National Railway System, : 
ex-castern TMOG. fi... 2 biele\o ee sola te 48,194 34, 850 14,451 — —_ 
Pidetern LnSs sta wok one cae 6,120 5, 245 2,514 —_— = 
Prince Edward Island Car Ferry and 
Ternuinaleie. «asec eetecce wet beet 388 427 461 424 «691 
National Harbours Board............. 138 94 — 40 33 = 
Trans-Canada ‘Air ines.) 0o..305.00.. 818 412 “= — — 
Central: Mortease’ Bank. Ue eetue8 ‘ 16 — — _— 
Total charged to consolidated 
SED ES Dik POR AR eT GS Tied, RRL AR AOR Meets 55,658 41,044 17,466 457 591 
Loans and advances non-active— 
Canadian National Steamships........ 6 8 |. — — ee 
National Harbours Board............. 3,279 1,027 716 758 672 
Total non-active advances........ 3, 285 1,035 716 758 672 
Total government-owned  enter- 
DPTISCHH Acs aaa Cea nie ee 58, 943 42,079 18,182 1,216 1,263 


OTHER CHARGES 


Write-down of assets chargeable to 
Consolidated Fund— 
Drought Area Relief Loans, 1934-35— 


' Province of Saskatchewan.......... _ 1,374 — a m8 
Reduction of soldier and general land 
Rettlemontloane.)s. .. pete eek 1,023 1,643 1,011 271 


Yearly established losses in seed grain 

and relief accounts—Department of 

Mines and Resources................ 18 10 46 58 50 
Canadian National Railways Securi- 

ties Trust Stock—Reduction due to 

line abandonments during calendar 

years. 1938, 1939, 1940, 1941 and 1942.. Pf ke! 2,600 2,334 2,539 4,500 


ES a 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 

FOR THE LAST FIVE FISCAL YEA RS—Concluded 
| (000 omitted) 
ewes ooon_un0n000 a 


i Estimated 
mis ix 1938-39 1939-40 1940-41 1941-42 1942-43 
$ $ $ $ $ 


OruEeR CHarces—Concluded 


Canadian National -Railways Securi- 
ties Trust Stock—Capital loss (ex- 
clusive of loss applicable to expired 
service life) on sale of 8.S. Prince 
David and Prince Robert............. — -~ 1,475 — —_— 
Cancellation of Canadian Farm Loan 
Board— 
EMR MOD eet te he sce satin bs os 14 11 12 10 8 
Province of Saskatchewan Treasury 
RM Te Th a. i ihe'n's 5.0. « — 17,682 — —- — 
To provide a reserve for possible losses 
on ultimate realization of Active 
Loans and Advances................ — — 25,000 25,000 |* 25,000 
Non-Active Accounts— 
Fulfilment of guarantees— 
Saskatchewan Seed Grain Loans, 
Ca i ul SF (ly lee ee al ie il de — 2,638 7,136 — -- 
Canadian National Railways Securi- 
ties Trust Stock— 
Increase in Dominion’s Equity in the 
Canadian National Railways due 
to capital gain on repatriation of 
Canadian National Railways Se- 
PORTLIP Sere oe mae het ok eee aa — 5, 504 99 11,000 
Increase in Dominion’s Equity in the 
Canadian National Railways due 
to surplus earnings of Canadian 
National Railway System for cal- 


IGT dad cU§ oh rl One a CaS Da —_ — —_ 4,016 25,000 
EDO OUNCE COATOOS... +.5'4.0s!s.05 6 3,768 25, 958 42,518 31,993 65, 633 
Grand total expenditures........ 553, 063 680,794 | 1,249,601 | 1,885,066 4,469, 958 


SUMMARY OF REVENUES AND EXPENDITURES 
(000 omitted) 


Estimated 
oe 1938-39 1939-40 1940-41 1941-42 1942-43 
$ $ $ $ $ 
Primes TOVONUCS. 2. s.00..00+-ssnecees 498,017 541,617 859,755 | 1,463,824 2,149, 625 
omamital rermnas 4). cy fi et dats arte 40 21 : Hon apts gs a 
Special receipts and other credits........ 4,114 20,456 12, , : 

SE OGAISTOVENDUC ..20)4 Cavece soe eee te es 502,171 562, 094 872,169 1,488, 536 2,208, 400 
Ordinary IMAG MITC 2a 5k Rie ste bss 413,032 398 , 323 390,629 444,778 565, 762 
Deora expenditures... 2.02.5... aes eee 5,424 7,030 _3, 358 3,430 3,862 
Wor expenditures: ) 2... 665.6. eee _- 118,291 752,045 | 1,339,674 3,802,765 
Special expenditures... .........esseee8> These ee faa Betas Be he st a 

= batelge . L, 
aides Ye ged Melina pete 3,768 25,958 42) 518 31,993 65,633 
Total expenditures..........+.++ 553,063 680,794 | 1,249,601 | 1,885,066 4,469, 958 
ae ID is i are Re . efor 50, 892 118,700 377, 4382 396, 530 2,261, 558 
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REVENUES, 1942-43 


3. When the books for the fiscal year 1942-43 are finally closed, total 
gross receipts will reach, it is estimated, a new high record of $2,308,400,000. 
This represents an increase over the preceding fiscal year of $819,864,000, or 
approximately 55%. Compared with the fiscal year immediately preceding the 
war, namely, 1938-39, the increase in total receipts for 1942-43 is estimated 
at $1,806,229,000. In terms of percentage, this increase over total receipts for 
1938-39 of $502,171,000 represents approximately 360%.. The above total of $2,308, - 
400,000 is the total gross receipts, and includes an estimate of the refundable 
portion of income and excess profits taxes which are repayable after the war. 
It is not expected that the exact amount of these refundables will be determined 
before the books for the year are closed, and accordingly provision is being made 
to set up a liability of an estimated amount of $100,000,000, to meet these 
obligations. Of this amount it is estimated $75,000,000 will be applicable to 
income taxes pertaining to individuals, and $25,000,000 to the excess profits 
tax. 


4. The increase in gross revenues, more fully dealt with in subsequent 
paragraphs, was obtained chiefly from the higher rates of tax and the new taxes 
imposed by the budget of June 28, 1942. A part of the increase in income 
taxes was due to taxes on 1941 income, paid on or after March 31, 1942 and 
taken into the revenues for 1942-43. An additional factor which affected 
income tax receipts, was the change-over from the-voluntary instalment plans 
of payment to a compulsory instalment plan effective from July, 1942, in the 
case of corporations and from September, 1942, in the case of individuals. No 
estimate can be made as to what portion of the increase is attributable to each 


of these factors. In addition, there were substantial increases in revenue from . 


succession duties, the tax on insurance companies, return on investments and 
also in the operating surplus of the Canadian National Railways for the calendar 
year, 1942. 


5. The 5-year table of revenues shown on page 4 is in the same form as 
was used last year. This table is divided tc show tax revenues under appropriate 
headings with sub-headings for excise duties, excise taxes and income taxes. 
The non-tax revenue section is broken down under five main headings. 


6. Total revenue from taxes for 1942-43, including refundable taxes, is 
estimated to reach $2,135,875,000 compared with $1,360,913,000 collected 
during 1941-42. This total represents approximately 92-5% of the total 
revenues. An examination of the 5-year table shows that direct taxes on incomes 
and profits, including the refundable portion realized $1,372,500,000 compared 
with $645,412,000 during the previous year. In the pre-war year of 1938-39, 
the percentage of direct taxes on incomes and profits to total revenues was 
28-39% while in 1942-43 it is estimated that this ratio will be increased to 
59-5. This comparison illustrates the increased reliance which has been placed 
upon the direct taxation of incomes including the tax on excess profits. The 
excess profits tax, imposed in 1940 and revised in 1941, was materially changed 
in its rate structure by the 1942 budget, effective from July 1. 1942. Asa 
result, it is estimated that this item of revenue alone will account for no less 
an amount than $455,000,000, including an estimated amount of $25,000,000 
refundable after the war. This item shows an increase over 1941-42 of $319,- 
832,000. <A portion of this increase was due to a change in timing of payments, 
consequent upon the introduction of the monthly instalment plan. 


7. The amount expected to be obtained in the fiscal year 1942-43 under the 
provisions of the Dominion Succession Duties Act, passed in 1941 is estimated 
. Perey In 1941-42 the amount realized from the same source was 

P] ’ . 


a 


= © 
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8. The total revenue from the 8% sales tax, less refunds, is estimated at 


$230,000,000, a decrease of $6,183,000 as compared with the previous year. 


It will be seen from the 5-year table that gross sales tax is estimated to be less 
than last fiscal year by only $1,553,000, while the amount of refunds is increased 
by $4,630,000. The increase in refunds is due largely to remission of taxes on 
materials and plant equipment imported or purchased in Canada for war pur- 
poses by the United Kingdom and allied governments or for certain other 
activities associated with the war. 


9. The War Exchange Tax is expected to realize a total of $94,000,000, 
compared with $100,874,000 received during the previous year. There was no 
change in the structure of this tax and the decline is due to a falling off of certain 
imports not essential for war purposes. 


10. Other excise taxes are estimated to produce $153,395,000, an increase 
over the previous year of $37,027,000. The 5-year table gives details of the 
increases and decreases in the various items. The main decreases totalling 
$26,959,000 are recorded in the taxes on the following articles: 

(1) Automobiles, rubber tires and tubes, $13,992,000. 

(2) Sugar, $8,000,000. 

(3) Electric and gas appliances, $3,270,000, and 

(4) Phonographs, radios and tubes, $1,161,000. 
These reductions reflect the restricted use or consumption of certain articles. 
In the case of sugar, a reduction in the excise tax from 2 cents to 14 cents per 
pound was enacted as a result of the last budget. The increases in other excise 
taxes together with new taxes imposed by the last budget aggregating $63,986,000 
relate to the taxes on the following articles: 

(1) Cigars, cigarettes and tobacco, $21,667,000. 

(2) Candy and chewing gum, $7,400,000. 

(3) Beverages, $7,753,000. 

(4) Trunks, bags, etc., $2,100,000. 

(5) Furs, $2,500,000. 

(6) Amusements, $3,008,000. 

(7) Transportation and communication, $8,344,000. 

(8) Stamps, etc., including payment of taxes on jewellery, chinaware, 

cabaret attendance, etc., $7,505,000, and 

(9) Sundry, $3,709,000. 

11. Revenues from customs import duties for the current year are esti- 
mated at $118,000,000 compared with $142,392,000 received during 1941-42, a 
decrease of $24,392,000. This decrease is due in part to remission of customs 
duties and drawbacks payable on materials, equipment and supplies imported 
for war purposes by the United Kingdom and allied governments or for other 
activities associated with the war. A second factor which brought about this 
reduction was the decline in importations for civilian use of certain goods and 
commodities not entirely essential to the war effort. 

; ipts from excise duties mainly on liquor and tobacco are expected 
to lava $142. 090,000, an increase of about $32,000,000 over 1941-42. Excise 
duties on liquors and tobaccos were substantially increased in the June 1942 
budget. 

13. The tax on insurance companies for 1942-43 is expected to realize 
$10,500,000 compared with $1,148,000 received during the previous year. The 
increase in revenue from this source is not due alone to the increased rates 
imposed by the 1942 budget, but, because of arrangements made under the 
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Dominion-Provincial Taxation Agreements, it so happens that the increased 
tax levied by the last budget applied to the calendar year 1941, during which 
year the provincial insurance taxes were not levied, as well as to 1942. The 
estimated amount of $10,500,000 therefore represents collections covering two 
calendar years. 

14. Total non-tax revenues are estimated at $113,750,000, an increase of 
$10,839,000 over 1941-42. Receipts from the Post Office are expected to total 
$49,000,000, an increase of slightly more than $3,000,000 as compared with the 
preceding fiscal year. The receipts from the Post Office will, it is estimated, 
exceed the cost of operations by $3,561,000. As mentioned in previous years, 
the post office accounts do not include the rental value and other costs of premises 
occupied, and equipment used, nor do they include any credit to the Post Office 
for services rendered to other departments for the free use of the mails. Return 
on Investments is expected to realize $41,500,000 an increase of $15,674,000 over 
last year. The larger items making up this total are: interest on advances to 
Canadian National Railways, $13,338,000; Bank of Canada profits, $7,985,000; 
interest on loans to Foreign Exchange Control Board, $4,633,000; loans to 
National Harbours Board, $2,600,000; loans to provinces, $2,802,000; and 
interest on advances made by the Department of Munitions and Supply to 
commodity companies, $3,500,000. The premium, discount and exchange 
account will, it is expected, show a debit of $1,500,000, compared with the credit 
for the last fiscal year of $11,855,000. j 

15. The total amount estimated for 1942-48 under Special Receipts and 
Credits is $58,775,000. The main items making up this total are: refunds of 
previous years’ war expenditures, $11,000,000; operating surplus of the Canadian 
National Railways for the calendar year 1942, $25,000,000; and the capital 
gain on repatriation of Canadian National Railways Securities, $11,000,000. 
Thése last two items inerease the book valuation of the Canadian National Rail- 
ways Securities Trust Capital Stock, and accordingly are offset by contra amounts 
appearing on the expenditure side under the heading ‘Other Charges’. 


Another book-keeping item which is recorded under the heading of Special 
Receipts and Credits is an amount of $6,660,000, representing a reduction in the 
Reserve Account established to met the operating deficits of the Canadian Wheat 
Board. This adjustment is occasioned by an improvement in the Board’s 
balance sheet in the period ended July 31, 1942, with respect to the 1939 and 
1940 crop accounts. Last year it was necessary on the basis of calculations made 
as at July 31, 1941 to provide on the expenditure side for an increase in the 
reserve account of $12,570,828. This year the Reserve Account is being reduced 
by the amount of $6,660,000 on the basis’of calculations made as at July 31, 1942. 


16. The table below gives a summary of the forecasts made at the time of 
the last budget of the probable receipts from the various sources of revenue 
during the fiscal year 1942-43, and a comparison of these forecasts with present 
estimates of receipts which will be received during the fiscal year. The general 
observations which preface a similar table in last year’s budget as to the difficulty 
in forecasting revenues, particularly in time of war, are still true and are 
strengthened by reason of the budget being brought down at this early date. 
With respect to taxation revenues, and the amounts expected to be received 
by reason of increased rates and new imposts, it will be quite apparent that 
even a small percentage of error in calculation may represent a substantial 
amount in dollars. | . 


_ While there are some substantial variations in the individual amounts now 
estimated for the fiscal year 1942-48, compared with estimates made in the 
last budget, the total increase over the amount forecast, after taking into account 
$58,775,000 expected to be received from Special Receipts and Credits which 
was not included in the estimate, represents only 4-9%. As was stated last year 
care was used to err on the side of conservatism rather than of undue optimism. 
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. DETAILED STATEMENT OF BUDGET FORECASTS COMPARED WITH PRESENT 
ESTIMATE FOR RECEIPTS FOR 1942-43 


oaeaneaonnnquuOuO0u0u0=oamouomUna 
Budget Forecast of Receipts 


Increase (+) 


From tax Receipts ie 
From tax structure rate decrease (—) 
Source of Revenue structure ag changed estimated se he § hag 
before by proposals for ce Sth, okey 
Budget made in 1942-43 bs d a 
changes Budget o: oudget 
June 23, 1942 forecast 


000 ido 000 ot Dit . 000 omitted | 000 omitted 
$ $ 


Tax revenues 


CTE ONAOIRG ob herd a 135, 000 135,000 118, 000 —17,000 
Me le ie i eS ie yo wae os 123,000 134, 610 142,090 + 7,480 
Excise taxes: 
PamOairinty, Crete rete by, bomhe te. Vataw es 218,000 218,000 230,000 +12,000 
RO GEN Fea: Ae oe 95,000 95,000 94,000 — 1,000 
PUMOPIPRCIED TAXOR. fo. lass ces letene ces. 85, 000 123, 240 153, 395 +30, 155 
aU RCIGS CAXOS 25.62. fas oc seve om srace 398, 000 436, 240 477,395 +41, 155 
Income taxes: 
Graduated tax on personal incomes and 435, 000) 
WerMia) CUPCNCO TAK cs helo. ees eek das. 390, 000 «70, 000/ 540, 500 +35, 500 
MerOUtace INCOMG TAL. fio... oe cee cae 200, 000 305, 000 350, 000 +45,000 
; *25, 000 
oe SETI hh ae i a 275,000 440, ar 455, 000 —10, 000 
MRECLESG ANG LOTVIGONGS ios ccs.. sc.00 ayers eau v1 28 , 000 28,000 27,000 —1,000 
Otel INE GINO LAKES os)... sd ohare 898,000 |. 1,303,000 1,372,500 +69, 500 
PRIN CIAO eh. 2 c's shells 6 Sle, suy6..op.6,00 > 15,000 15,000 14,000 — 1,000 
MRCP MATICOUM PAROS). lcs ahs cisco cccheabas 2,600 15,600 11,890 — 3,710 
RIDER ACT OCUD DS Io. 5) oi ciicisrsjele sie-svn, 0% ¢ aie 1,566, 600 2,039,450 2,135,875 +96, 425 
PUIMRE ETO VEDUCS ccc. doc eesccodessecsos 105, 000 105, 000 113, 750 + 8,750 
MD Ree cE ed othe ties iitsk|. Ald 0.64 WAKA A 1,671,600 2,144,450 2,249,625 +105, 175 
Special Receipts and Credits................. — |(No sa 58,775 +658,775 
made 


*Estimated amounts refundable after the war. 


EXPENDITURES, 1942-43 


17. The comments which follow will deal with expenditures classified by 
the usual main categories: (1) Ordinary Expenditures; (2) Capital Expenditures; 
(3) War Expenditures; (4) Speciait Expenditures; (5) Operating deficits of, 
and Non-active Advances to, Government-owned Enterprises; and (6) Other 
Charges. All disbursements under these headings with the exception of active 
loans and investments chargeable to War Appropriation Acts, are included as 
expenditures in arriving at the over-all deficit or increase in net debt. 


ORDINARY EXPENDITURES 


| 18. Ordinary expenditures for the year, it is estimated, will total $565,762,- 
000 of which a few of the larger contractual and uncontrollable items such as 
interest and other charges on the public debt, pensions, unemployment insurance, 
post office, subsidies and payments to Provinces under the Dominion-Provincial 
taxation agreements will aggregate $442 813,000 or approximately 78-3%. 
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The above estimated total of $565,762,000 is greater than the actual amount 
of ordinary expenditures during the previous fiscal year by $120,984,000. . Some 
of the larger items making up this increase are: 


Increased interest and charges on Public Debt........ $ 27,162,000 
Increased compensation to Provinces under the Domin- 

ion-Provincial Taxation Agreements............. 73,780,000 
Increase in Unemployment Insurance................ 7,369,000 
Increase in Post Office Expenditures................. 3,937 , 000 
Premium, Discount-and Exchange Account........... 1,500,000 
Increase in administrative cost of Department of 

National Revenue including Income Tax.. oe 2,017,000 
Increase in cost of Chief Electoral Office re plebiscite. . 1,191,000 
Increase in National Defence, sundry services........ 1,493 , 000 
Increase in Maritime Freight Rates Act........ 982 , 000 


$ 119,431,000 


Less important increases as well as decreases effected during the year are 
readily ascertained by referring to the five-year table. 


CAPITAL EXPENDITURES 


19. Total expenditures charged to capital are estimated at $3,862,000 
compared with $3,430,000 in the previous year. ‘The main items in this category 
are expenditures arising out of dredging the St. Lawrence Ship Channel and 
other construction and improvements, including lighting and radio facilities in 
connection with civil airways and airports. 


War EXPENDITURES 


20. Total outlays under the various War Appropriation Acts for the year 
1942-43 are now estimated at $4,558,000,000. This estimate, it will be realized, 
is difficult to make with any close degree of accuracy because of the magnitude 
of our war programme and the many factors that may not now be foreseen or 
are difficult to appraise. The total of $4,558,000,000 includes the gift of one 
billion dollars to the government of the United Kingdom under the War Appro- 
priation (United Kingdom Financing) Act, 1942. It also includes the loan of 
$700,000,000 made to the Government of the United Kingdom under authority 
of the same Act in order to liquidate sterling balances accumulated by the 
Government of Canada prior to March 31, 1942, and also $55,235,000 of loans 
and advances to commodity corporations and other loans made under the 
authority of the War Appropriation Act, 1942. Deducting these last two 
amounts, which are treated as active assets in the Dominion’s accounts, we have 
a net total charged to war expenditure of $3,802,765,000. This represents an 
increase of $2,463,091,000 over the corresponding figure for the preceding fiscal 
year. 


‘ The rapid expansion of Canada’s war programme is shown in the following 
table: 


Charged to 


War 


Total war 


Fiscal Year Active Assets | Expenditures Outlays 
$ $ $ 
LOA ca taich ss eee ate ene te eae 9,092,742 118, 291, 022 127,383, 764 
UOAO AG AC STi 5 In cee AD by ene Obtain 26,379, 066 752,045, 326 778,424, 392 
1941 eaten tenet eee e ee ee eens Sit ARP OLE Att: 42,816,676 1,339, 674, 152 1,382, 490, 828 
1Os2—fa “estiinas tad yc; es, ee tn eee eee 755, 235,000 3,802, 765,000 4,558,000, 000 
833, 523, 484 6,012,775, 500 6, 846, 298, 984 
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During the first world war Canada’s total expenditures, including demobilization 
charged direct to war account, aggregated $1,695,958,570. 
21. The following table gives a summary of war expendi 

penditures, together 
with details of the $755,235,000 loans and advances charged to active nets 
all as now estimated: 


Department of National Defence—Army................. $1,078,157 ,000 
2 * a Naval Services......... 207 ,822 ,000 
2 = * AES, ey eee . 626,960,000 
Department of Munitions and Supply............... 689 ,504 ,000 
Miscellaneous Departments: 
PEATE L MIME SA Lee 59550 sbicceug so ketch ehvcncals ee 20 ,820 ,000 
PammoreencrabarOffice .) iis 62s. 5 Vi ee 280 ,000 
ey eer viCe-COMImissiOt.) 3. ¥.00!4 kalba betes cate ae 477 ,000 
Perouse os te ele 518 ,000 
eC ree ter... 3 whee oes ee 98 , 668 , 000 
Besbericaicrs. 20S ks eee ee. 278 ,000 
eet aeRO ORE OL. as. cna guar buon eac eas cP oma 95 ,000 
PRP tee Aenea) Oe ee oe Re Sea 17 ,451 ,000 
Mines and Resources............ eee wee 7,904 ,000 
Pe enal tarbours, Board... . osiae cco meek 350 ,000 
niin Research Council :).2. ur a aie ede Aue 2,022 ,000 
Be Pe VCO id sisi. .'s dis vn eS AOE 4,000 
POD WAw SELVICES £50.00 tte eon oe tes 8 ,746 ,000 
Pensions and National Health ean eae 15,591,000 
NOS NO SGT) Oo) ate On TL PERL A EAI: 269 ,000 
Ren ae aI LE fai) us eek bys weak Oho a her See 1 ,627 ,000 
PAE GHEVES Ss ci SUG NL shan eee 2 SMR dees 2,000 
Pm reanvorkam. {hii 244700 Lk a WR Oe cee 7,096 ,000 
Royal Canadian Mounted Police................ 4,147 ,000 
BCE OL EAL 2 Aerated sbdhecs cha eve Mme 81,000 
peldiers settlement of Canada. ......0..40 445 daqen 81,000 
Pradesancutsommerce. jawiieoll vis 46. BE 8 ,049 ,000 
PraOSpOrh ten .; BE ee a a's Sha Ee eee ae 5,766 ,000 


Total estimated direct War Expenditure, 
1942-43, under War Appropriation Acts, 
POS oe orn i+ is ee ieee eee $2 ,802 ,765 ,000 


The War Appropriation (United Kingdom Financing) 

Act, 1942— 

Payments for the account of the Government of the 
United Kingdom to enable it to purchase in 
Canada aircraft, tanks, mechanical transport 
vehicles, guns, ammunition and other muni- 
tions of war, foodstuffs, raw materials and 
other commodities and supplies essential to 
the conduct of the war and the maintenance 
of the people of the United Kingdom, and to 
defray other expenses incurred in Canada 
arising out of the war.........---+++seeeees 1,000 ,000 ,000 


Total war chargeable to expenditure.............++-- $3 ,802 ,765 ,000 
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Loans and Advances— 
War Appropriation Act, 1942— 


Advances to commodity corporations 
and other companies—Depart- 
ment of Munitions and Supply...$15,371,000 


Purchase of railway equipment leased 


to Canadian National Railways..... 16,964,000 

Loan to Canadian National Railways— 
Vermilion Oil Field—Alberta....... 400 ,000 

Credit to the Government of the Union 
of Soviet Socialist Republics........ 6 ,000 ,000 
Canadian Wool Board, Ltd........... 10,800 ,000 
Wartime palvage,-Ltds ..2uio yar ees 700 , 000 

Commodity Prices Stabilization Cor- 
POT AGL OD 2 x genet cent s\e seh eh ale teen eee 5,000 ,000 
Doe ena Ui 


The War Appropriation (United King- 
dom Financing) Act, 1942— 


Loan to the Government of the 
United Kingdom hi5 ae tae 700 ,000 ,000 


Total war chargeable to Active Assets..... $755,235 ,000 
Grand Total chargeable to War Appropria- 
tions ioe eat ol ae ee eee $4 ,558 ,000 ,000 


22. The foregoing total outlay of $4,558,000,000 chargeable to war appropri- 
ations"does not take into account advances made or to be made during 1942-43 
under authority of section 3 of the War Appropriation Act, which advances are 
recoverable from the Government of the United Kingdom or from other allied 
governments. ‘These recoverable advances which are estimated at $232,610,000 
as at the close of the fiscal year, will be substantially offset by amounts payable 
by Canada with respect to accounts and commitments remaining unpaid or 
MEG? when the books of the Dominion for the fiscal year 1942-43 are 
closed. 


23. The recoverable advances to allied governments, totalling $232,610,000, 
are divided as follows: 


Agriculture: (Hood); United Kingdom... 72')y (2779) $ 4,615,000 
Munitions and Supply, War Supplies, Ltd........ cata 60 ,000 , 000 
National Defence— 
J: th Aaa pera DREN ena ie ASU! Melby de hes, 1,731,000 
Internment Operations..... oo 4 ele Oe Cait ae oe eet 2,750,000 
Navy ators eCschves fale nfeasicyaipetalie: Geeks. ce AMe AR ienen aoe aaa anna 11,404 ,000 
Ft MA eee nOr Sp ee eGR MR NRE eb URI NC GA asst Of), 8,566 ,000 
RATE Specie S Ch Oolsa so. if) sae cutee mae tone eens 38 ,052 ,000 
B.CcA.7.P.—_U Ks, ‘Equipment :: dicing ons, A Bias 88 ,575 ,000 
Combined Training Organization—Australia’s share. . 16,917 ,000 


$ 232,610,000 


- 
as 
.*, 
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24. The main provisions of the War Appropriation (United Kingdom 
Financing) Act,-1942 were: (1) the granting of 2 billion dollar bed to the Seeder: 
ment of the United Kingdom to finance the purchase in Canada of foodstuffs, 
raw materials and munitions of war and to defray other expenditures incurred in 
Canada for war purposes; (2) the granting of authority to repatriate all Dominion 
of Canada direct and guaranteed securities and other Canadian National Railway 


securities held by British investors; and (3) the conversion of sterling balances 


accumulated to the credit of the Government of Canada to an amount equiva- 
lent to $700 million (at the exchange rate of $4.45 to the pound sterling) into a 
Canadian dollar obligation which is not to bear interest until after the termina- 
tion of the war. y | 


25. Under the second of the above provisions, a substantial volume of 
Dominion and Canadian National Railway securities were repatriated before the 
close of the preceding fiscal year. In addition there were repatriated during the 
fiscal year 1942-43 securities valued on the basis of the prices at which they were 
vested by the Government of the United Kingdom, less interest included 
therein, at $70,022,000. The securities so purchased by the Dominion Govern 
ment were classified as follows: 


Poem or Canad Oblivations.... 220) h. cdi ceeiees $ 9,514,000 
Canadian National Railways Securities— 
PO ei UAT AN CEU... 4.05 0. «rie $ 24,844,000 
MOUS ER: «27g 6 ER 30,903 ,000 
——— 60,347,000 
Other Dominion Guaranteed Sécurities................ 161 ,000 


$ 70,022,000 


In accordance with the terms of the Act, Canadian National Railways 


‘securities to an estimated value of $61,820,000 (including amounts purchased in 


1941-42, not previously transferred) will be turned over during 1942-43 to the 
Railway Company, and temporary loans for this amount are made to the Com- 
pany to enable it to acquire them. In accordance with Section 3 of the Act, 
expenditure of $76,429,000 incurred in acquiring surplus sterling accumulated 
during March, 1942, was charged to the billion dollar appropriation. 

26. The following table gives a detailed itemization of estimated direct war 
expenditures under the War Appropriation Acts, 1942-43, totalling $2,802,765,000 
classified by departments and services: 


Agriculture— 


Agricultural Supplies Board— 
Administration expenses...... $ 33,000 
Programmes to encourage the 
production of essential war 
Us ere et ac as era ts Ss os 1,089 ,000 
Assistance in disposal of agri- 
cultural products rendered 


puri: bythe. Wal. ... .. ».% 3,823 ,000 
Feeds Administrator.......... 10 ,928 ,000 
Flax Fibre Administrator...... 121 ,000 
Fertilizers and Pesticides Ad- 
IIRIPU GEICO Lav ary eth oes: one 4+ ¥ ie 2 Nan 
Seeds Administrator.......... : 
piace cian $17 ,394 ,000 
Bacon Board Administration...... att Manne fae 46 ,000 
Dairy Products Board Administration......... 11,000 
Special Products ae Peels SE iat ee : sy He 
i IGT UGS hse con En ; ; 
Special Farm Income Pay os ingl sq'aG "on 
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Auditor General’s Office— 


Auditing and checking war appropriation accounts 


Civil Service Commission— 


Supply of personnel for war services.......... $ 


Payment of minimum railway fare re steno- 
PTADNETS ) Aside, Pi ce ee ieee nae pon rete pe iat 


External A ffairs— 


Departmental administration and Passport 

Offices. career eee Bs aba tecens Seer stees 
Representation \abroad oes ie eee 
Sundries: scsi saa seth WE Sttee ae tiasgott ON hh 
Finance— 


Payment of premium on purchase of Dominion 
of Canada Registered Stock................ 
Comptroller of the Treasury’s Office—War 
accounting offices i... any aie ee ae ee 
Wartime Prices and Trade Board— 
Administrations: nce $10 ,514 ,000 
Canadian Wool Board Admin- 
istration...\. .ce see ee aia 
Wartime Salvage Limited— 
Administration and Losses... 
Commodity Prices Stabilization 
Corporation —Administration 
and SUDSICIES acne 


200,000 
800,000 


80,000 ,000 


Subsidy re consumption of coke in production 

OL PIS ATOD a) ae ee te gerne eT aanere tte nee 
Freight on shipments of coke? si.) .-- ee 
Freight on shipments of scrap steel............ 
Sundries . oy a:.°.4/ oC Geis He rane Freee Se eae 


Fisheries— 
Japanese Fishing Vessels Disposal Committee. . 
Damage claims re Japanese vessels............ 
Subsidy re fishing vessel construction in 
British “Columbiavs: ic apogee eee ene 
SUNS 2. wcfous ayeeiaaes eae ee oe 


Justice— 
Prize: Court 22 cst pa eee 
Defence of'Canada Regulations:.............. 
War WVieasures Acti ts), erce epee eee 
Royal Commission re Hong Kong Expedition. . 


Labour— 
Industrial training for war work............... 
Training aircraft: mechanics. «./sc.0. 2-4) oe 
Specialized training for aircraft manufacturing 
War emergency training—administration....... 
Vocational training for discharged members of 

the Canadian armed forces 
National War Labour Board 


C0 Ge 6. SOO. oO Le & 2 Ve 6 6. 


O,e © © © © 6 © @ © 0 6 6 © 0 je ¢ © 


eoeeoeeee 


460 ,000 
17,000 


264 ,000 
100,000 
154,000 


127,000 


6,235,000 


91,514,000 


327 ,000 
254,000 
162,000 
49 000 


19 ,000 
80,000 


175,000 
4 000 


5 ,000 
66,000 
4,000 
20 ,000 


4,510,000 
2,050 , 000 


26 ,000 
54,000 


41,000 
385 ,000 
163,000 


280 , 000 


477 ,000 


518,000 


98,668 ,000 


278 ,000 


95 ,000 


SEIS 6 ES eee ee nly Ee Pe. 
Labour—Concluded 


Personnel management training............... 

National Selective Service— ; speci: 
oo a ll $ 506 ,000 
Mobilization division........... 1,981,000 
Manpower records............. 549 ,000 


Expenses of work done by Un- 
employment Insurance Com- 


TLS) OES os ae A 2,100,000 
sot +——---—. .- 6, 1865000 
Co-ordination of shiploading and unloading 
et AURA Os oe sa dee be oes. 29 ,000 
Universities—Accelerating courses and loans 
Se ie eee EL, ie. ee 320 ,000 
Ontario farm labour service................... 100 ,000 
General labour transference in war industries 
Gy rn 5 at a ass ochre 275,000 
Transportation of harvest workers to and from 
Saskatchewan and Alberta................4 250 ,000 
Harvest assistance to provinces.............. 64 ,000 
British Columbia Security Commission........ 3,875,000 
Organization and operation of day nurseries, 
sty Sky Aelita espa sya PRR ERA 8 75,000 


Ie oy, wad 6 a's oC 50 ,000 


Mines and Resources— 
Mines and Geology— 
Development of tar sands..... $ 150 ,000 


$ 17,451,000 


Geological surveys............ 30,000 
Oirexnloravionsyy: 0... 0.65... 80 ,000 
Strategic minerals—exploration 

and development work...... 381 ,000 
New metallurgical laboratory... 153 ,000 


Explosives division— 

Administration of regulations 

FE POR DIOSIMOG s OntclsS ~ sisiesecose.e 29 ,000 
Assistance to Provinces re trans- 

portation facilities to various 


wartime mining projects..... 68 ,000 
Metallic Minerals Division— 
Services to war departments 135 ,000 
SOA VAG IEC igs C40 yt ee 6 ,000 
—_————— 1,032,000 


Lands, Parks and Forests— 
National Parks Bureau—Alter- 
native service work camps.. 150,000 
Dominion Forest Service— 
Alternative service work 


Sy O02 2) Sat ear ai ae ree 40 ,000 
Alternative service work 

oY LO: ak 2 0 eee eae 600 , 000 
Internment and prisoners of 

war operations..........-. 35 ,000 
Forest Products Laboratories. 30 ,000 


Bureau of Northwest Territories 
and Yukon Affairs—Expenses 
of liaison officers Alcan and 


EN 7 oe ee ee 9 ,000 : 
Canol projects..... eta aty 864 ,000 
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Surveys and Engineering— 
Engineering and Construction 


Service— 
Alternative service work ) 
CAM DSRs sock. . crn ee .. § 100,000 
Prince Rupert-Terrace-Cedar- 
Vale Hiahiyay. act Sake ee 3,500 ,000 


Employment of persons of the 
Japanese race and Japan- 


ese Nationals! i 2.07. aie 2,000 ,000 
: ; —_—_—_—_—— $ 5,600,000 
Immigration— 
Canadian interests in enemy and 
enemy controlled territory. 100 ,000 


Canadian interests abroad apart 

from enemy or enemy con- 

trolled: terertonyyn'. = kaseney ae 25 ,000 
Grants to National Advisory Weta 3 

Committee for children from 

OVETSCAS HR Dy dati: PAs Ses 50 ,000 
Repatriation of wives and de- 

pendents of members of the 


Canadian forces overseas... . 50 ,000 
Evacuation of Canadian citi- | 
zens from the Far East...... 150 ,000 
SUMATIOS As tucs tas Gegeetns vale 33 ,000 
——-__— 408 ,000 
Munitions and Supply— . 
AGMINIStration si... ese sw een ee ee ee 9 ,500 ,000 
Expansion of; war industry i0..)\.05 de ee ee 480 ,004 , 000 
- Acquisition of United Kingdom interest in war 
plants 0 ary de A Se ee 200 ,000 ,000 
National Defence—Army Services 
Departmental administration: ./............-. 1,220 ,000 
Dependents’ Allowance Board.........0...... 587 ,000 
Dependents’ Supplementary Grants Fund...... 704 ,000 
ATTY 6 ahaa edad ok tg Ee oe ae ID Ol ee 1,060,508 ,000 
Chemical Warfare Experimental Station....... 374 ,000 
Directorate of Public Relations..........0..:. 111,000 
Internment operations........ Peale Reel as, UU 
Radio Services—Northwest Territories and 
NR ON GE she cho eee ON as Eee alle ene 289 ,000 
Inspection Board—United Kingdom and Canada 12,500,000 
National Defence—Naval Services 
NEV Cs scosinn, Ne herp oth peer a et or meannee ee $206 ,675 ,000 
Royal Canadian Sea Cadetsve. 0... .2 2.4 oh 262 ,000 
Temporary Building—Cartier Square.......... 885 ,000 
National Defence—Air Services 
Home War Establishment G@ii, 2 iodo $192 ,869 ,000 
Overseas Establishment: > Tae ItY. 1. 2 Sa. 22 ,306 ,000 
Departmental administration, Air......2...... 129 ,000 
British Commonwealth Air Training Planseiion 71,523 ,000 
Combined Training Organization wri aca vig ALIS REM 040,133 ,000 


—_— 


$ 7,904,000 


689 ,504 ,000 


1,078,157 ,000 


207,822,000 


626 , 960 ,000 
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National Harbours Board— 


Halifax—Operation of fire boat ‘“Rouille’...... $ 49,000 
Extension of pier 9, Richmond 
RIG Gg... cele d od nte oe 155 ,009 
Moorings for ships under repairs... ... 16,000 
Installation of additional car dum- 
pers at Terminal Grain Elevator. . 120 ,000 
~ Saint John—West Side wooden pile dock. ..... 10 ,000 
National Research Council— Pgh he aed oe 
Sen A UWAISRGEIVIVICR SO. 4 ia ks os oe cee ctes $ 1,786,000 
terwear ene i co, | 236 ,000 
National Revenue— i 
Censorship of newspapers and other aL eGeEMs Jia eee ee 
National War Services— 
Departmental administration................ $ 96,000 
Oy ar C Marities—veneral... 2... nse. se ene eee 44 ,000 
War Charities—Auxiliary Services............ 6 ,000 , 000 
RE EV ASUOI chil, cep po a dee anes 6 seo gas iee 313 ,000 
Women’s Voluntary Services................. 14,000 
Canadian Firefighters for United Kingdom..... 800 ,000 
Committee on Co-operation in Canadian Citizen- 

EN ie waa what ale 13 ,000 
MU IVINIOTI 2s ss oo. oe dere cn ees 1,280,000 
Government Office Economies Control........ 5 ,000 
National Film Board— 

ES Sc 100 nn i i 40 ,000 
Purchase of Supplies Revolving Fund....... 40 ,000 
ETC 6 Lat A OU AEE een eee Se ao ~ 101,000 
Pensions and National Health— 
Treatment—Defence Forces................6- 4,025 ,000 
Royal Canadian Mounted Police.. 100 ,000 
Pensions—Defence Forces..............--00- 2 ,500 ,000 
Merieniden tOCautions..... .th, 4A... << ee 6,435,000 
Investigations—Dependents’ Allowance Board. 85 ,000 
Inspection of industrial plants:.............. 25 ,000 
Poors Omron nygione 1. SN RI. oe te esred 17 ,000 
Public Health Fngineering............s80+.% 30 ,000 
oO) Sar SUB a or ee a eee Oye 13 ,000 
SPA VATILINGNSET VIC... cic: 6s BUR eo es + + once etn 75 ,000 
Committee on Demobilization..............:. 10,000 
Pe CaLION DCNCTUS) ...65 5» x aren cine telbdaenes 300 , 000 
Processing of blood for dried serum........... 175,000 
Maintenance of non-resident seamen.......... 25 ,000 
Committee on Reconstruction................ 35,000 
Detention Allowances—Canadian seamen..... 65 ,000 
Additions, alterations and improvements to 
departmental Hospitals. (NO GL. ». / Senses 1,085 ,000 
Reserve Stores—Revolving Account........... 100 ,000 
Addition—John Street Laboratories, Ottawa. 10 ,000 
Grants to the Canadian Nurses Association. . 115,000 


Hospital Unit adjacent to Ottawa Civic Hospital 250,000 
Acquisition of land—Westminster Hospital, 

Tondon, Ontario... ... SOM SYs «6. ce etres 66 ,000 
Ie re AUD Shy. ss xn ehetineeap 50,000 


$ 350,000 


2,022,000 
4,000 


$ 8,746,000 


15,591,000 
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Post Office— 
Canadian: Postal .Corps...-...4a See ee id sare ha Weare $ 269 ,000 


Privy Council— ene 
Statutory Orders and Regulations Division..... $ 26 ,000 
Wartime Information Board... 00.5... sees 1,601 ,000 


Public Archives— 1 ,627 ,000 
Compensation to staff evacuated from abroad.............. 2,000 


Public Works— 
Chief Architect’s Branch— 
Calgary, Alta.—Purchase of the 
Traders’ building, and alter- 


BULONS ae. Tae he ee $ 178 ,000 
Ottawa— 
Construction of annex to 
Dalybuliding i) sea 55 ,000 


Extension to Jackson build- 

ing (including purchase of 

land) ores kus acd ana 211,000 
National Research Council, 

Sussex Street—temporary 


buildings: 2. ware oe eee 26 ,000 
Addition to temporary build- 

TDS ON OR Le ai eke oe te ee 35,000 
Temporary building No. 5 

(Preston and Carling). .... 15 ,000 
Temporary building No. 6 

(Sussex Street)............ 118 ,000 
Temporary building No. 7 

(SUSSEX OLTCCb) aie. ete 141 ,000 
Temporary building No. 8 

(Carling Avenue)......... 710,000 


Hostels for junior employees 
in the public service— 
construction and furnishings 380 ,000 
Installation of sprinkler sys- 
tems and fire mains at 
temporary buildings...... 114 ,000 
Temporary building for Royal 
Canadian Mounted Police, 
north of Justice building. . 85 ,000 
Office building, shooting range, 
etc., for National Research 
COUNCIEM LSS sack Ge cee 45 ,000 
Armoury accommodation for 
Canadian Officers’ Training 


Corps limite. tc. ek eos 65 ,000 
Converting furnaces in public 
buildings from oil to coal firing. 115,000 


Repairs, alterations operation 
and maintenance of buildings. 1,300,000 
Rental of premises occupied 


for war PUrpOSéSs..... 6.05.0. 1,250,000 
Furniture, etc. for war em- 
ployers-O0Gk ia <e ete, 2 900 ,000 


Sundries. SAHki eee peor 54 , 000 
re pe 


— 
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Public W orks—Concluded 
Chief Engineer’s Branch— 
Dartmouth, N.S.—dredging at 
east side of pier............. $ 16 ,000 
St. John Harbour (Courtenay 


Bay), N.B.—dredging........ 295 ,000 
Shelburne, N.S.—wharf repairs 15,000 
Ste. Anne de Bellevue, Que. — 

Military Hospital........... 66 ,000 
Windsor, Ont.—dredging...... 5,000 
Esquimalt, B.C.—Dry Dock... 316,000 
Harrison River—improvements 9 ,000 
Sidney, B.C.—wharf improve- 

ments and repairs.......... 8 ,000 
Seymour Narrows, B.C.—re- 

moval of ripple rocks and 

construction of dam......... 230,000 
To provide for a 24-hour tele- 

graph service on the Pacific 

LES ge 1 aa 64 ,000 
Telephone service and unfore- — 

eee oe aS.) a MEME otet: ae 


Royal Canadian Mounted Police— 


Increased activities of the force due to war........ 


Secretary of State— 


Marmion riebiscite Committee. ..{s.2.6 Rai. 
Cy SED SIDER See ea raeee 9,51) ae es ee me 


Soldier Settlement of Canada— 


275,000 $ 1,299,000 


Purchase of right-of-way, etc. re Canada-Alaska Highway... 


Trade and Commerce— 


Shadlian wm hipPING DOArd . 2... ci. «0 sa zjn wate Ame 
SP arae ME TANI TANCN acs soe e + «5 bocce oe ps re os 
Biaine Erioriiies branch, ) 0.02... 3. .-%- + 
Peewee COAILELING [UNC 5... 5. cy ane conser tan 
Mette iieht bO.UITECCE .w. >). wc nee se ee oe ns 
Steamship Stabilization Fund................ 
Drawhback claims for millers...............6-. 


Transport— 


Departmental administration................ 
Tranapor Controller's Office... . «0 - a.s es 
Director of Merchant Seamen, including admin- 
istration, Manning Pools, Nautical Schools 
A Ae TACIIIOS wo yee aoe pie ions 3 wee 
Air Service—Special radio inter- 
ception and monitoring ser- 


vices, ete.— 
Radio service... ......25+.: $ 1,097,000 
Meteorological service.......- Stier 
Northwest air route..........- : 
orthwest air 538000 


Municipal terminal airports. ... 


210,000 


4,211,000 
436 ,000 
3,000 ,000 


8,000 
166 ,000 


643 ,000 


$ 7,096,000 


4,147,000 


81,000 


81,000 


8.049 ,000 


o4 


Transport—Concluded 
Moncton-Newfoundland Airline $ 218,000 
North Bay Airport—Additional 


development.. 400 ,000 
Civil Aviation—Extra “airport 
COMPO Ce see he. eee 153 ,000 
SEDREMGRE TS TOT IT Le ES 
Candle service shoes ia hu Gi eae eee 39 ,000 


Marine service— 
Aids to navigation, including 


HentSHIDS. .\\ i Mec Se eae $ 117,000 
War risk bonus to crews of 

Dominion steamers......... 50,000 
Reconditioning C.G.S. Lady Grey. 209 , 000 
Marine service steamers........ 180 , 000 
Dredging in St. Charles river, 

CRUG IIE ee 2S goede tie lieies. CEM 37,000 
INBWELGA Services... .c)ceacunr ee 37,000 
Degaussing equipment for Can- 

adian vessels ii... 50 Se 390 ,000 


Compensation to crews of Can- 
adian vessels for loss of per- 


SONG CHOCLS) auto ie kee 100 ,000 
Expenses re C.G.8. Montcalm to 
U0 (-i<5 © RN Ria PRR AM Rae 85 ,000 
ek b BANC bint |S 1 se MMaOge ReGen GAs Sstra.'oS Mg aaa 8 ,000 
——_—_——— 1,213,000 
Railway Service— 
Additional harbour and termi- 
nal facilities at Halifax...... 666 ,000 
Construction of buildings at St. 
John for the United Kingdom 75,000 
—- 741 ,000 


$ 5,766,000 


Total estimated direct War Expendi- 
ture, 1942-43, under War Appro- ; 
DriattOn, “AGts: a sake ea eee piles abate $2 ,802 , 765 ,000 


SPECIAL EXPENDITURES 


27. Expenditures classified as Special Expenditures for the fiscal year 1942-43 
are estimated to total $30,673,000 compared with $63,976,000 for last fiscal year. 
The largest single item in this category is an amount of $23,045,000 covering 
payments of awards to farmers under the wheat acreage reduction plan. The 
estimated amount of administration costs of the wheat acreage reduction plan is 
$1,060,000. Advances to the Prairie Farm Emergency Fund and the costs of 
administration under the Prairie Farm Assistance Act are estimated at $700,000 
and $212,000 respectively. The balance of $5,656,000 represents expenditures 
for Dominion relief projects, $4,822,000, and the Dominion share of government 
Dominion-Provincial relief projects, $834,000. The reduction of special expendi- 
tures over last year was accounted for by decreases in the following items: 
(1) Unemployment Relief, $2,844,000, (2) Prairie Farm Assistance Act, 
$11,859,000, (8) Wheat eves Reduction Plan, $6,529,000, and (4) Provision 
for reserve to meet deficits resulting from the operations of the Canadian Wheat 
Board, $12,571,000. 
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; GOVERNMENT-OWNED EENTERPRISES 


This classification of expenditures comprises the losses of and the non-active 
advances to Government-Owned Enterprises, which were established before the 
war and are operated as separate corporations. 


Canadian National Railways 


28. An examination of the five-year Revenue and Expenditure tables for 
the first three years shown therein, namely 1938-39, 1939-40 and 1940-41, 
shows deficits of the Canadian National Railway System amounting to $54,314,- 
000, $40,095,000 and $16,965,000, respectively. These deficits are shown in the 
expenditure table. In the revenue table will be found amounts of $4,016,000 
and $25,000,000 representing operating surplus of the system for the calendar 
years, 1941 and 1942 respectively. These have been or will be applied to 
repayments of temporary loans from the Government. The annual report of 
the Canadian National Railways for the calendar year 1942 is not yet available 
and it is, therefore, not possible to give details of the operating revenues and 
expenses for that year. 


The operating deficit of the Prince Edward Island Car Ferry and Terminals 
during 1942 is estimated at $591,000 compared with $424,000 in 1941. 


Canadian National Steamships 


29. The operations of the Canadian National (West Indies) Steamships 
Limited for the calendar year 1942 will, it is estimated, result in a cash surplus 
of $997,000 compared with $1,205,657 for 1941. This operating surplus will 
be paid to the Government as interest on advances (current and arrears). 


National Harbours Board 


30. The annual report of the operations of the National Harbours Board 
for 1942 is not yet available and it is not possible to give the operating income 
for that year. Interest on Government advances to the Board will, it is esti- 
mated, be received this fiscal year to the amount of $2,600,000, and this has been 
taken into account in arriving at the total of revenue under the heading ‘“‘Return 
on Investments’’. 


Financial assistance provided by the Government to the National Harbours 
Board and charged to Dominion expenditure, it is estimated, will total $672,000. 
This amount is made up as follows: $380,000 for non-active advances in respect 
of the deficit of the Jacques Cartier Bridge at Montreal; $22,000 for reconstruc- 
tion and capital expenditures of the Halifax Harbour Commission; $170,000 
for reconstruction and capital expenditures, and $96,000 for the redemption 
of debentures of the Saint John Harbour Commission; and the remaining $4,000 
for miscellaneous capital expenditures at various ports. 


The elevators at Port Colhorne and Prescott operated at a profit during 
1942 and it is estimated that $250,000 from these sources will be credited to 


Ordinary Revenue. 
OTHER CHARGES 


31. The total of Other Charges, the final main category of expenditures, 
is estimated at $65,633,000. . 

Included in this total is $25,000,000 which has been added to the reserve 
to meet possible losses on ultimate realization of assets treated as “active” in 
the Dominion’s balance sheet. This is the same amount as was provided for 
in the Public Accounts for the last two fiscal years and the total now provided 
to meet such possible losses is therefore $75,000,000. The usual annual write-off 
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from active assets of Soldier and General Land Settlement Loans is estimated 
at $75,000, and cancellation of Canadian Farm Loan Board Capital Stock is 
estimated at $8,000. These two write-offs, and the provision for the further 
reserve of $25,000,000, result in a proportionate increase in the net debt of the 
Dominion. 


32. The estimated total write-off from non-active assets, includes two items: 
(a ) $4,500,000 to be written off from the Canadian National Railways Securities 
Trust Stock representing line abandonments for the calendar year, 1942; and 
(b) $50,000 representing the estimated yearly established losses on Seed Grain 
and Relief Accounts administered by the Department of Mines and Resources. 
As both of these items are non-active assets and are therefore already included 
in the net debt of Canada, they are offset by similar amounts on the Revenue 
side under ‘‘Other Receipts and Credits’. 


33. The remaining debit items, classified as Other Charges, and totalling 
$36,000,000, relate to the Canadian National Railways Securities Trust Stock. 
The amount of this stock which represents the Dominion’s equity in the Canadian 
National Railways is expected to be increased by $25,000,000 due to the surplus 
earnings of the System for 1942 and also by $11,000,000 due to the estimated 
capital gain in respect of Canadian National Railways sterling securities 
redeemed during the year ata price below parin Canadian funds. The Canadian 
National Railways Securities Trust Stock is carried in the Dominion’s books 
as a non-active asset, and as the two items just mentioned necessarily appear 
as credits under the heading Special Receipts and Credits, the net debt of Canada 
is not thereby changed. 


SUMMARY OF EXPENDITURES 


34. The grand total of expenditure for the fiscal year, 1942-48, under the 
various categories enumerated, namely Ordinary Expenditures, Capital Expen- 
ditures, War Expenditures, Special Expenditures, Losses of and non-active 
advances to government-owned enterprises, and Other Charges, is estimated at 
$4,469,958,000. 


35. The following table shows the percentage distribution of estimated 
revenues and expenditures for a number of important items. Receipts from 
various taxes and other revenue sources, after deducting the $100,000,000 of 
income and excess profits taxes estimated as refundable after the war, are shown 
as percentages both of total revenues and of total expenditures. Similarly, 
several of the main items of expenditure or groups of such items are shown as 
percentages both of total expenditures and of total revenues. The purpose of 
this table is to enable broad conclusions to be drawn as to the relative burdens 
imposed on the public treasury by the war and the main services or obligations 
of government. 
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at cde naee iments nie erro eee, aa 
PERCENTAGE DISTRIBUTION OF ESTIMATED REVENUES AND EXPENDITURES, 


1942-43 
(000 omitted) 
SS —_aa.e.—saooosoaa———e—e————————— 
Percentage Percentage 
Revenues pieces ) of total Bop di 
Revenues ruben 
ES ee ee ee cae) S., Wed roe 
Z $ 
Ordinary Revenue— 70 7 
NNN Re, Ge cB PLP le) ss ssc bavi cde bs oka ceataauden 842, 500 38-15 18-85 
SN re eso iic ays vdipn dc eeensbvauteee, 430,000 19-47 9-62 
7 LSS SS ee i it a a 14,000 0:63 0-31 
Customs SORE. sys hist vik uy gd dad s¥0tadcb edhe 118, 000 5-34 2-64 
SON ts PT eee, ES UE See ee ee a eee 142,090 6-43 3-18 
ae ee 230,000 10-42 5-14 
mera AR PN aL eibkvecci ines chahe 94,000 4-26 2-11 
Manufacturers, transportation and communication, stamp 
UALS EGC cca Mr cans Std wise dies © Duteoha giao ois oa as 153,395 6-95 3-43 
ONS Boy, aly oo oa ass cos Voce es ccaceccconteaten 11,890 0-54 0-27 
Mite Mere wantie fTOIN TAXES! ooidi desc. sve deudcaekoas 2,035,875 92-19 45-55 
MERI UES OO Metr ts i vidicla Pac tae sad sna ves ccd acct yan’ 113,750 5-15 2-55 
OPAL OTCIMATVFOVENUG . 1s nds ddsacdarcccLeUieOn 2,149, 625 97-34 48-10 
eOOCInE Tere Pisani Other Credits... 5... oe be cce sds ecesdecdeevens. 58,775 2-66 1-31 
Pera, POLAP ee venved. si ash sched i Weave koeubees 2,208, 400 100-00 49-41 


PERCENTAGE DISTRIBUTION OF ESTIMATED REVENUES AND EXPENDITURES, 
1942-43 


(000 omitted) 


Percentage 
: Amount of total Tae 
Expenditures (estimated)| Expendi- Biiasa 
tures 
$ % % 
Ordinary Expenditure— 
RO eet EUG GO0t oi. oh6 ois bee se Veer eke Pio eadteddes ces 185, 000 4-14 8-38 
Cost of loan flotations and amortization charges............... 13,530 0:30 0-61 
wiiemebb-(oMnarces,. ties d ool ies us. fash ed eV oe 198, 530 4-44 8-99 
TE Teas RIVERO fo Oe OS. oe nase dene sve see ek olen 14, 487 0-32 0-66 
Compensation to provinces under taxation agreements......... 94,900 2-12 4-29 
Old: Ave Pensions... .....%...> leila ngs se baSwhdbh sone Pemeb maw 29,985 0-67 ‘ep 
Pied? PENSIONS SNC SUPCTADNUALION....... 0200.0 es ence nnemne eens 406 0-01 0-02 
Pensions and after-care of soldiers (War 1914-18)— 
Pensions, war and military............... ee ae 39,716 0-89 er 
Treatment and after-care of returned soldiers.............. 13, 124 0-29 . 
CR WL FE a) Oe eer toy re keer 52,840 1-18 2-39 ~ 
Te ah, od bi bax vie ooh wd Dts A Nig tba a clade bleh » Weaboeh « olein's 8,717 0-20 0-40 
SAT ON ie tea oslls Gas Sup via aebeaiegapolipering erm arbyaidiate wp i : ae, a; - 
TT STN Oh rae Ta pikes > ax sala 2 hoe Gajeug ® ma g mele wine Sle oe Pee ih 
WANE BRLZEOTCOSULIFOCA. | oa Getlels GA wide iele Ps ba ule hows b'e'e bobs este bbe oy ee ae we 
er NY al ee AER OE naw nts 14 owed ally eae dae} 45,43 ' 
I a ran enanees whee 12,143 0-27 0-55 
RE rae. cde. Le, OR MU ie J 16, 662 0-37 0-76 
29 RS A Ra ec ara 74,813 1-68 3-38 
Total Ordinary Expenditure...........+++seeeeeeeeees 565, 762 12-66 25-62 
porital Expenditure— ; 1 cM ¥ 
MIPWOP. £ OE Ev Sos on on bcle ee Wee see deed ae baled ee ewe h seewoles on 
MORO Re Pet ca cup alcmnap chag ocr a apane ep aad s 3,851 0-09 ies LD 
Total Capital Expenditure..........--++eeeeeeereeeees 3,862 0-09 0-18 
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PERCENTAGE DISUEEE UREN OF ESTIMATED REVENUES AND EXPENDITURES, 
1942-43—Concluded 


(000 omitted) 


Percentage 


Percentage 
; Amount of total 
Expenditures (estimated) Pega a ea pidaaed 
$ % % 
War Expendititre to. .¢ same canadien eee atest 3,802, 765 85-07 172-19 
Special Expenditures— 
Relief expenditures...) teil soa. 1 dean areen tre ep area Merits 5, 656 0-13 0-25 
Prairie Farm Assistance including wheat acreage reduction.. 25,017 0-56 1-14 
Total: Specialaixponditure;. 2 .0s-ceeer eee eee. 30, 673 0-69 1-39 
Government Owned Enterprises— 
Losses charged to Consolidated Fund— : 
Prince Edward Island Car Ferry and Terminals.......... 591 0-01 0-03 
Loans and Advances non-active— 
National: Harbours: Board... Saemc- voc eee eee eee 672 0-01 0-03 
Total Government Owned Enterprises..............-. 1, 263 0-02 0-06 
Other Charges— 
Write down offassets.. (cis cek ae weiss slates shee tite ee eee 29, 633 0-66 1-34 
Canadian National Railways Securities Trust Stock........... 36, 000 0-81 1-63 
‘Total Other Charges:.). 4.12 ee se eee eee ene ae 65, 633 1-47 2-97 


Grand Total Expenditures: 1... obese tse 4,469, 958 100-00) 202-41 


OvER-ALL DEFICIT 


36. As total net revenues for the fiscal year 1942-43 have been estimated 
at $2,208,400,000 and total expenditures at $4,469,958,000, the estimated over- 
all deficit (or increase in net debt) for the year is $2,261, 558, 000. 


LOANS AND INVESTMENTS 
Active ASSETS 


37. In addition to the estimated expenditures for the year, as already out- 
lined, disbursements are made for the acquisition of investments which are 
treated as active assets in the Public Accounts. The active assets are deducted 
from the total direct debt in arriving at the figure of net debt. The net increase 
in active loans and investments for 1942-43 is estimated at $516,808,000 as 
compared with $640,805,000 in 1941-42. This increase is fully itemized in the 
table in section 54. 

Loans to Provinces 

38. As was shown in the Public Accounts for the fiscal year ended March 31, 
1942, loans made to the Western Provinces under authority of relief legislation 
and outstanding at the close of that year totalled $157,275,021.49. No loans 
have since been. made, and during the current year repayments to January 31, 
1948, were received from the Provinces of Manitoba, Saskatchewan and Alberta 
in the amounts of $288,674.09; $50,986.87 and $38,500.00 respectively. The 
repayments left the net amount outstanding at $156, 896,860.53, divided by 
Provinces as follows: 


Manitoba: s 7c oa ee a ae $ 24,928,540.09 
Baskatcheweat rn: vnc cui esate see ae 71,290 ,483.08 
Albertans: Ab telcle 8 rte | olde ae cee ae meee _ 25,933 ,500.00 
Dritishe Colum bias, vt Gbcweneel ta bee one eee are 34 , 744 ,387.36 


$ 156,896 , 860.53 


7 ee a ee ee ae 
7 . 
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__39. During the current fiscal year, the Province of Prince Edward Island 
paid in full the outstanding balance of $23,500 on housing loans made at the 
close of the last war (1914-18). The Province of Nova Scotia reduced its 
indebtedness on the same account by $70,000. The only loan now outstanding 


with respect to these advances is one of $37,000 due by the Province of Nova 
Scotia and maturing in April, 1943. 


, AO. Subsidy overpayment to the Province of Alberta secured by a Treasury 
Bill of the Government of Alberta was reduced during the year by a payment 
by the Province of $68,750, thereby reducing this indebtedness to $400,000. 


Canadian National Railways 


41. It is estimated that the Government will have made during the fiscal 
year net advances to the Canadian National Railways in the amount of 
$130,938,995, classified as follows: . 


Advances— 
Under Canadian National Railways Refunding Act, 1938—for 
Seema THAMTINng ISSUCS. ..., .,.-1.0:. smh weed Wau owe mee $ 59,315,908 
Under Canadian National Railways Financing and Guarantee 
Act, 1940—Purchase of Grand Trunk Railway Company of 


Canada 4% Perpetual Consolidated Debenture Stock....... 472,116 
Under Canadian National Railways Financing and Guarantee 
Act, 1941—Purchase of securities from Canadian holders.... 9,889,898 


Under Canadien National Railways Financing and Guarantee 
Act, 1942—for capital expenditures and retirement of mis- 


Pee OREO IM ATLONS. 2, ies cs 4 ous « os J coktgie eg Sian ee ee 8,143 ,989 
Under Canadian National Railways Financing and Guarantee 
Act, 1942—Purchase of securities from Canadian holders.... 18,261,613 


Under The War Appropriation (United Kingdom Financing) 
Act, 1942—Purchase of securities from Government of the 


ROI FeO Oi OA. ole ot ep teks aa 61,820,197 
Under The War Appropriation Act, 1942—for capital purposes 
icannection with) oil drilling campaign... 25 2. Se li. oe. 400 ,000 
Under Trans-Canada Air Lines Act—for capital purposes..... 850 ,000 
PeoUsIPAAL YANGES, 14% 0... idee Sey eee ‘SSA $159 ,153,721 
Repayments—_ 
Application of 1942 Surplus— 
Advances—Financing and Guarantee Act, 1939............. $ 11,332,113 
Advances—Financing and Guarantee Act, 1940............. 7,572,580 
Advances—Financing and Guarantee Act, 1941............. 5,245,307 
Sale onres—lrans-(anada Air Lines... ......8evl.g. eo, 850 , 000 
Mletalqourplua sii... eS ee ee sees $ 25,000 ,000 
War Appropriation Act, 1941, advance for Working Capital... 3,214,726 
Total: Repayinents . 0) wees s-viv-veoe Mle erabinneteneneeel $ 28 , 214,726 
Net Advances (estimated)............+++...+.... 5180, 938 ,995 


oa 


Under the authority of The War Appropriation Act, 1942, it is estimated 
that at March 31, 1948, the total amount of railway equipment purchased by 
the Dominion and leased to the Canadian National Railways, will reach 
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$16,964,000. The Railway Company repaid instalments aggregating $1,509,141 
under the terms of hire-purchase agreements relating to equipment purchased 
by the Government in the fiscal years, 1935-36 and 1936-37; 1939-40 and 


1940-41. 
Canadian Pacific Railway Company 


42. The Canadian Pacific Railway Company paid in advance all outstanding 
instalments of principal, amounting to $3,526,154, on account of a hire-purchase 
agreement relating to certain equipment purchased by the Government in the 
fiscal years 1935-36, 1936-37 and 1937-38, and in the amount of $9,288,057 
relating to certain equipment purchased by the Government in the fiscal years, 
1939- 40 and 1940-41. 


Advances to Commodity and Other Companies 


43. Advances to Commodity Corporations and other companies made 
by the Department of Munitions and Supply, and referred to in. Section 21, 
are estimated at $15,371,000 for 1942-43. The following table gives net advances 
outstanding March 31, 1942; net advances during 1942-43, and net advances 
outstanding as of March one 1943, with respect to each Company: 


Net Advances | Net Advances ap re 


Name Products or Service Outstanding 1942-1943 
March 31,1942] (estimated) March 31, 1943 


(estimated) 
$ cts. $ cts. $ cts. 
Government Owned and 
Operated Companies— ; 
Atlas Plant Extension,|General Munitions.......... 6,533,483 04 1,190,454 97 7,723,938 01 
Ltd., Welland, Ont. 
Research Enterprises, General Munitions.......... 285,000 00 —285,000 00 — 


Ltd., Leaside, Ont. 
Fairmont Company, Ltd.,|Commodities and Raw 11,955,394 73 |—2, 665,069 71 9,290,325 02 


Toronto, Ont. May (rubber and 
ides ; 

Melbourne Merchandising]}Commodities and Raw 5,531,319 10 | 12,015,609 52 | 17,546,928 62 
Co. Ltd., Toronto, Ont. Materials (Wool) 

Plateau Co. Ltd., Toronto,| Commodities and Raw 957,729 86 | 2,394,951 15 3,352,681 O1 
Ont. Materials (Silk) 

Other Companies— 

Algoma Steel Corp. Ltd.,/Pig Iron and Rolled Steel} 4,000,000 00 _— 4,000,000 00 
Sault Ste. Marie, Ont. Products 

John Bertram & Sons Co.|Machine Tools.............. SLIT 23041 —311,723 41 a 


Ltd., Dundas, Ont. 

Dominion Steel & CoallIngots and Rolled Steel] 1,576,967 74 1,908,393 04 3,485,360 78 
Co. Ltd., Sydney, N.S.} Products 

English Electric Co. of|Transformers, Switch Gears 776,700 00 —169,800 84 606,899 16 
Canada, Ltd., St. Cath-| and Motors 
arines, Ont. 


Steel Company of Canada, Pie Iron and Ingot Steel.. 2,545,000 00 — 2,545,000 00 
Ltd., Hamilton, Ont. 

A. C. Wickman, Ltd., |Gauges, Carbide Tips and 75,000 00 —75,000 00 —_ 
New Toronto Tools : 

Marine Industries, Ltd.,)Reconditioning barges as — 600,000 00 600,000 00 
Sorel, Quebec coal carriers 

Union Drawn Steel -CojCold steelers. te aces oe —_ 768,252 00 768,252 00 


Ltd., Hamilton, Ont. 


34,548,317 88 | 15,371,066 72 | 49,919,384 60 
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44. In addition to advances to corporations as shown in the foregoing table, 
advances were made to The Commodity Prices Stabilization Corporation 
Limited, The Canadian Wool Board Limited, and Wartime Salvage Limited. 
The amounts shown as advances to these corporations which have been taken in 
to the accounts as Active Assets represent the estimated cash and inventory 
holdings of the corporations as at March 31, 1943. The balance of advances 
made are included as war expenditures. The assets with respect to each cor- 
poration as of March 31, 1943 are estimated to be: 


The Commodity Prices Stabilization Corporation..$ 5,000,000 00 
Mee atiat Vy 001 Board...°.............<.0.., 10,800,000 00 
Reereienoatvage, Limited,...............7..2.... 700,000 00 


Other Loans and Investments 


45. The indebtedness of the Foreign Exchange Control Board to the 
Dominion may, unless certain repayments occur before March 31, 1943, reach 
$400,000,000 and this amount is shown as an active asset in the preliminary 
balance sheet of the Dominion for the current fiscal year. : 


46. Under authority of The War Appropriation (United Kingdom Finan- 
cing) Act, 1942, sterling balances in an amount equivalent to $700,000,000 
(at the exchange rate of $4.45 to the pound), were converted into a Canadian 
dollar obligation of the Government of the United Kingdom, which, under the 
provisions of the Act, is non-interest-bearing until after the termination of the 
war. 


47, Pursuant to an agreement between Canada and the Union of Socialist 
Soviet Republics, it is estimated that by March 31, 1948, Canada will have 
advanced $6,000,000 on a credit for the purchase by Russia of Canadian wheat 
and flour. This advance bears interest at the rate of 3% per annum. 


48. The Canadian Farm Loan Board, it is estimated, will have repurchased 
during the fiscal year from the Government out of surplus funds, $1,800,000 
of its 34% Bonds, due January 2, 1960, thereby reducing the amount of its 
bonds held’ by the Government to $27,400,000. Capital stock to be written 
off is estimated at $8,000. 


49. In the period April 1, 1942, to January 31, 1943, 494 loans were approved 
under the National Housing Act for an amount of $1,457,235, bringing the total 
approvals to January 31, 1948, to $78,241,380. In this period the Dominion 
advanced $1,175,936, and borrower’s repayments amounted to $961,523, making 
net advances for the period of $214,413. The net amount of loans under the 
authority of the National Housing Act and the Dominion Housing Act, estimated 
to be outstanding on the books of the Dominion at March 31, 19483, is $16,500,000. 
Loans under the authority of the National Housing Act are made jointly by the 
Government and approved lending institutions, and are secured by first mortgage 
or hypothec, running jointly to the Government and an approved lending 
institution. Previous to December 8, 1942, loans were normally made not in 
excess of 80 per cent of the cost or appraised value of the completed property 
whichever was the lesser. In the case of owner-occupied houses, where the 
lending value did not exceed $2,500, a loan might be made up to 90 per cent 
of the said lending value. On December 8, 1942, an Order in Council was passed 
enabling loans to be made up to 90 per cent of the lending value for any house 
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where the lending value does not exceed $3,200, and on a sliding scale down to 
80 per cent when the lending value does not exceed $4,000. Since January 
1, 1940, new applications for loans are received only in respect of the construc- 
tion of houses containing one self-contained dwelling place and where the loan 
does not exceed $4,000. Under Vote No. 452 of the Appropriation Act, No. 5, 
1942, an amount of $1,000,000 was appropriated to provide for advances under 
the National Housing Act, not exceeding (with the advance made jointly by the 
approved lending institution) $3,200 in respect of any one house, for the con- 
struction of houses where the Minister is satisfied that permanent houses can 
be constructed to relieve a serious housing shortage without threatening to 
create a post-war surplus. 


50. Under the Municipal Improvements Assistance Act, 1938, no further 
loans were approved during the current fiscal year. From the inception of the 
Act, total loans approved, less amounts not required to complete projects, 
aggregated $7,052,000. For the current fiscal year it is estimated that the 
amount of repayments will exceed advances by $376,000, and that the net invest- 
ment as of March 31, 1948, will be $5,600,000. These loans bear interest at 
the rate of 2 per cent per annum, and are amortized over a period not longer 
than the estimated useful life of the project. The province in which the muni- 
cipality is situated guarantees the payments for interest on and amortization 
of.each loan. 


51. For the current year it is estimated that advances to the National 
Harbours Board for capital construction purposes at the ports of Montreal and 
Vancouver will total $422,000. Payments of loans made in previous years 
amount to $679,000, leaving a net credit for the year of $257,000. 


52. Loans for Soldier and General Land Settlement, it is estimated, will be 
reduced by payments of $1,333,000, and in addition it is estimated $75,000 will 
be written off and charged to Consolidated Fund. 


53. The indebtedness of the Canadian Broadcasting Corporation to the 
Dominion on account of loans as at March 31, 1942, was $503,398.77. This 
amount has been paid in full with interest during the current year. ~ 


54. The following statement shows in summary form the net estimated 
changes in active investments for the current year, together with comparable 
figures for the four preceding years: 


| 


i” nam i a | ee ie eas 
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LOANS AND INVESTMENTS, ACTIVE 
(000 omitted) 
.e5—V—V—WnNw$3uwoa0s—SSsSSsSSS 


1938—" Estimated 
| -—— 938-39 1939-40 1940-41 1941-42 1942-43 


Foreign Exchange Control Board........ — = 25.000 . 9 

Government of The United Kingdom, ee nei sss beet 
The War Appropriation (United King- 
dom Financing ) Act, 1942 


Government of The Union of Soviet Ne 

Painlint Mepublics.....0.0.50..e.ec... — = — 6, 000 

‘Canadian Wool Board, Limited......... — oat si Ae 10.800 
Wartime Salvage Limited............... -- — = ated 700 
Commodity Prices Stabilization Cor- 

(Ce ei 8 Ua Ti Os a 9 — _ La 5, 000 
Department of Munitions and Supply— 

Advances to commodity corporations 

and ober Companies..........-...... — —- 9,891 24, 657 15,371 
Canadian Farm Loan Board............. 2,834 2, 288 838 |Cr. 975 |Cr. 1, 800 
Dominion and National Housing Acts— 

AE eS SI ee Oe 2,607 4,393 3,805 2.644 246 
Municipal Improvements Assistance Act, 

Ree ee tc ek cocina ne. $15 3,111 1,718 sae (Cr. 376 
Provinces—Housing Loans, 1919......... Cr: 105 |Cr. 699 |Cr. 1,634 |Cr. 740 |Cr. 93 
Provinces—under relief legislation....... 14, 985 12, 566 15.514 |Cr. vw eal | Os 379 
Province of Saskatchewan Power Com- 

SIS i ee — — 58 |Cr 4 iCr 4 
Province of Alberta—Subsidy overpay- 

UNS sk A Sib oA ae ee ee _— — —_ — Cr. 69 
iagonabiiarpours Board «. 2.4). «050/000 692 947 |Cr. ooo Or, 980 |Cr. 257 
Canadian National Railways............ 3, 841 21,479 105, 573 251, 723 130, 940 
Soldier and General Land Settlement 

REE Sie hs vic nidice bv eeeeno® Cr: 749. (Cre. 1, ALS: irs Os ee ne oar 1,333 
Railway equipment purchased........... Cr. 1,399 8,135 14,781 |Cr. 1,586 2,640 
RTA IIIMA CS oo ccc sev nat echeceesess 4,336 |Cr. 22,798 |Cr. 61,9638 |Cr. 5,233 — * 
Canadian Broadcasting Corporation,.... Cr. 50 700 |Cr. 364 |Cr. 283 |Cr. 503 
Canadian Pacific Railway............... Cr. 210 itor, 211 |Cr. 211 4Cr. 981 — 
Bank of Canada Capital Stock.......... 820 — a -- = 
Central Mortgage Bank Capital Stock.. — 250 — — —_ 
Canadian Government Merchant Marine — — 750 |Cr. 750 — 

Dep AC Vyances:..0....s.s.s0605: 28, 466 49, 045 398, 284 666, 086 541,883 
Less write-offs— 
Soldier and general land settlement 
Re rn a ia ota 95. 6h etic #she.3 —895 —1, 643 —1,011 —271 —75 
Canadian Farm Loan Board—Capital 
ee RE ke lieca sees —14 oath =i — 10 —s 

Loans to Province of Saskatchewan— 

x Drought Area oa pe: Skt ey _— sad a — — 
eserve for possible losses on ultimate 

realization of active loans and advances — we — 25, 000 —25, 000 — 25, 000 

- Net change in active investments........ 27, 557 46,017 372, 261 640, 805 516, 800 


LOAN FLOTATIONS 


55. During the fiscal year ending March 31, 19438, it is estimated that the 
Government will issue obligations in the amount of $2,456,449,471 (including an 
increase of $30,000,000 in Treasury Bills outstanding but not the amount of 
recurring issues of Treasury Bills made to refund outstanding Treasury Bills 
and only including the net amount of Deposit Certificates issued during the 
year). With the exception of one $90,000,000 issue sold in New York to pro- 
vide in part for the redemption prior to maturity of $100,000,000 Five Per Cent. 
Bonds, all issues were sold in the Canadian market. During the fiscal year it is 
estimated that Dominion obligations in the amount of $462,168,089 will be paid 
out of the proceeds of the new issues. The remainder of the proceeds of the new 
issues namely, $1,994,281,382 less cost of flotation, will provide for direct and 


indirect war expenditures. 


“se 
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56. The following table gives details of the estimated amounts and terms 


of the new issues, including the prices at which they were sold: 


LOAN FLOTATIONS, 1942-43 


Price Yield at 
Date ma cae Payable ra | Glawenie ieee. ison stal Ns aie 
Public ment Price ment 
1942 % $ $ % % $ 
Aprilibeort. April 15, 1943 1 Canada — 100-00 — 1-00 250,000,000 
Aprilil wh ak April 15, 1944 14 Canada — 100-00 _ 1-50 100, 000, 000 
Mar. 1 (2)....Sept. 1, 1944 13 Canada — 100-00 - 1-50 92,831,000 
July to Faly 1, 1943 4 Canada — 100-00 ~ 4-00 33,293,471 
(School lands) 
IN oniey at ee en May 1, 1946 13 Canada 100-00 (x) 1-75 (x) (2) 145,800 000 
INO eect Nov. 1, 1956 3 Canada 100-00 (x) 3-06 (x) (2) 845, 700, 000 
1943 
Jan we lowe. Jan. 15, 1948 24 New York 100-00 99-25 2-50 2-66 _ 30,000, 000 
Aha a IG SS Bile ee Jan, 15; 1953 3 New York 100-50 99-125 2-94 3-10 30,000, 000 
ERE aL Dieu Jan. 15, 1958 3 New York 98-50 96-875 3°13 3°27 30,000,000 
Various........ June 15, 1945) Non-Interest Canada 100-00 100-00 Nil Nil (2) 1,825,000 
Bearing Certi- 
ficates. 
VATIOUSice chia Various....... War Savings Canada —_ — |(3) 3-00 {(%) 3-00 |(2) 77,000,000 
Certificates. 
Various........ Various... 8 Canada — 100-00 — 0-75 (2) 790,000, 000 


Increase in short-term Treasury Bills 


rg 
(Deposit Certi- 
ficates) 


(1) Issued in June, 1942. 
(?) Estimated amount. 


(3) Yield to investor if held to maturity, seven and one-half years after issue date. 


(x) Final costs of Third Victory Loan not yet available. 


see eee eer e rors arse ore reese reweeseeeoeerereeses oe eesseneteseenesee 


2,426, 449,471 


30,000,000 


2,456,449, 471 


57. The Third Victory Loan was sold during the fiscal year under review 
This loan was the largest loan ever issued for cash in Canada. 
in the amount of $991,500,000 and was sold to 2,041,610 subscribers. 


58. The Dominion instituted the sale of Deposit Certificates to the Cana- 


dian chartered banks in July, 1942. 


It was issued 


These Deposit Certificates bear interest 


at the rate of ¢ of 1 per cent. per annum and mature twenty-six weeks after date 
of issue. It is estimated that these Certificates will be sold to a total amount 
of $995,000,000, of which $205,000,000 have been redeemed out of the proceeds 
of the Third Victory Loan, leaving $790,000,000 estimated to be outstanding 
at the close of the fiscal year. 


59. The following table gives the details of Dominion of Canada estimated 
bond redemptions in the fiscal year ending March 31, 1943: 
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SO a a I SR A HER RE ER I SS Sl lI ea 
DOMINION OF CANADA BOND REDEMPTIONS, 1942-43 
_————ee—_e_—OoOoee—sSs“SsS“—SsSeaOo@9@aoaoaoas——————— eee 


Maturity or Call Dat Where 
a gi alee Interest Rate Payable Amount 
% ipa tna M«: $ 

a - aie ES a 1 Canada....... 250, 000, 000 
ce ' oo Be he ee ee 13 Canada......; 1,682,000 
at 1, et A ED aS ie ee ee P Canada....... 239,000 
Pag Rene, Dai Mi PUR e oes vid ov ve doc cee (School Lands) 4 Canada....... 33, 293,471 
rr eee be 3 Canada 40, 409, 000 
January 4 i943 yt, TS CU ee a eens Qh New York... 10,000, 000 
rem , oe @ 2 ESS 5 3 rr 5 New York 100, 000, 000 
Vi oO oh ae BL Net eea reeks anne sesso ese een eee rec eees 24 London....... (x) 435, 566 
: vil, 1965 \F)ov, 50 gC Coe eee 3} London....... (x) 734,432 
Ay dentine 1, Nr I Pk ed ose So vc oe ccs d,s 4 London, v. ia«. (x) 932,672 
a ee ee 31 London....... (x) 657,948 
VER PANU A OEDINIGHURS, 65. ca see ee eee ote dese nine 3 (3) Canada 9 eae f 849,000 
Non-Interest Bearing Certificates................0..005... Nil Canntla rc wa: (x) 1,935,000 
$462, 168, 089 


(x) Estimated. 


(1) This issue was vested by the Treasury of the United Kingdom in Jan 1942. Th 
(at par of exchange) purchased in the fiscal year 1942-43 was cancelled. Weave ; hae 


(?) These issues were vested by the Treasury of the United Kingdom in August, 1941. The amounts 
{at par of exchange) purchased in the fiscal year 1942-43 were cancelled. 


(*) Yield to investor if held to maturity seven and one-half years after issue date. 


60. The fortnightly issue of three months Treasury Bills was continued 
during the fiscal year. The latest issue (February 26, 1943) was sold at a discount 
of 0-501 per cent. The estimated amount of these Treasury Bills outstanding 
at the close of the fiscal year is $300,000,000, an increase of $30,000,000 during , 

e year. 


61. It is estimated that the average rate of interest on the Dominion’s 
direct funded debt (including Treasury Bills) outstanding as at March 31, 1948, 
will be about 2-60 per cent. This compares with 2-90 per cent on the debt 
outstanding atthe close of the preceding fiscal year and is undoubtedly the 
lowest average rate in the Dominions history. 


NATIONAL DEBT 


62. It is estimated that the gross unmatured funded debt (including 
Treasury Bills) of the Dominion outstanding at the close of the current fiscal 
year, will amount to $7,861,196,000. Other liabilities consisting chiefly of 
Annuities, Superannuation and Insurance Funds, Post Office Savings Bank 
deposits, and various trust and contingent funds outstanding as at the same 
date are estimated at $1,031,944,000. The gross liabilities of the Dominion 
therefore are expected to total $8,893,140,000 as at March 31, 1943. On the 
other side of the balance sheet will be found active assets estimated at $2,586,- 
361,000, consisting of cash and various active loans and investments, less a 
reserve of $75,000,000 tc provide against ultimate loss on their realization. 
If, therefore, we deduct the amount of the net active assets from the amount of 
the gross liabilities, we arrive at a figure of $6,306,779,000 representing the 
estimated net debt of the Dominion as at March 31, 1943. This net debt shows 
an increase over the corresponding figure for the close of the preceding fiscal 
year of $2,261,558,000, which of course is the estimated amount of the over-all 
deficit for the fiscal year 1942-43. 


63. The following is a preliminary statement or balance sheet showing the 
liabilities and assets of the Dominion at March 31, 1943 as estimated: 


% 
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LIABILITIES—MARCH 31, 1943 


(estimated) 
Bank Circulation Redemption Funds wisssice occ cp coeds, eawiele ds <cayeaheey beep teh eee eae $ 4,016,000 
Post Office Money Orders; Postal Notes, etc.,,outstanding). j.go) oo. 6. as es ee eee eee 7,000,000 
Post Office Savings Bank deposits Eel pian est Ae ahi Th Pia ite Ley GRMN MINI 2 PALATE SB NL NCR fo 23,000,000 
Insurance and Superannuation Funds— 

Goverment Annuities ain ci oe seh ace te Se ee ae ae .$ 185,000,000 

Titsurance Fund—-Civil Service. iGo stk he Se eee oe nie 15, 900, 000 

Insurance Fund—Returaed Soldiers) .4-- 57a. nee eth eee ee 21,400, 000 

Retirement: Fund, {; Ee ee eee eins eee ear apt ree nomena ane aa 15, 000, 000 

Superannuation Mund so 0. osc ces ae eS Se TY ne Na Pe 68, 500, 000 

Unemployment Dnisurance dundee vei Sak eee See eens oerare aa 108, 430, 000 

————_———— 414,230,000 
Trust Funds— 

Tndian Funds ion snort Ge 8 Rs cen LORE CRE RTE Ripe Re ene Be fe 15, 000, 000 

Common School Hund see Wi ee ae ee ee 2 ht hee ne ren een mee ie 2,678,000 

Contractors, Securities Deposits cease. 1. souk ee eee een, Vern ee ele 9,100,000 

Other Trust: Funds see eh ene a ae Dee Re mae AI EE, 16,000, 000 

———— 42,778,000 
Contingent ana Special Bunids iiss yc ate oye eines cite iaietes eens ae ie ae es ds eee ree 360,000, 000 
Department of National Revenue— 

Income and Excess Profits Taxes refundable after the war.................20ceeeeeees 100, 000,000 
Province Debt ‘Accounts. Sas ee yh ele ower cas Ne etapa RES cue hth ae re 11,920,000 
Funded Debt and Treasury Bills unmiatured.:5. 5 wee aoe ae ae bes ao be 7,861, 196, 000 
Floating Debt— 

Funded ‘Debt matured and Gtitstanding-<c0e. ease ace seen eee es oe 14, 000, 000 

Interest due’andoutstanding ager ete ree ae oe rece eee rete 10, 000, 000 

Outstanding cheques Hua es Be is Sh See ee ee Oh, eae 45,000,000 

—————_———. 7, 930, 196, 000 
8,893, 140, 000 
ASSETS—MARCH 31, 1943 
(estimated) 

Cash, working capital advances and other current assets............0.ceccec sec eeceeceeens $ 204,616,000 
Special De posts Funes a ore alain esis tee MoT orehe URES ere eA 0 cette ral fe cic Aa 3,000,000 
Bank of Canada Capital Stock’: BEAT. SA cee eae PRO eR RTA aint ee ese te oe eee ene ee 5,920,000 
Central Mortgage: Bank CapitaliStoek i: Are. acta «tetera k «Santee he eaae cd. aes eae 250, 000 
Foreign Exchange Control Board ioame say, a2 7.5 ee ee REE, 2 ga ae 400, 000, 000 

Government of The United Kingdom—Loan under The War Appropriation 

(United: Kingdom Financing)Act (19421070 eee ek calants calle Aaeettee Res oe Ae eee 700,000,000 
Government of The Union of Soviet Socialist Republics—Loan............... 00.00. e eee 6,000, 000 
Canadian Wool}Boards himitedy 503. dats oe tie te ee ee ee Are re ee ee ee! 10,800,000 
Wartime Salvage; Lamiteds Serie i a ea cee ee eg ac are gee ee ey ae 700, 000 
Commodity Prices Stabilization: Corpormuones... a: hen eee ae eras ne ate ee eee eee 5,000, 000 
Department of Munitions & Supply— 

Advances to commodity corporations and other companieS............22.ceeesccceeees 49,919,000 


Recoverable Advances— 
United Kingdom and other Allied Governments— 


ANericulture CRood) ve visd ce ays the < bie. sho A a 4,615,000 
Munitions and Supply—War Supplies, Lid: oe: aes eee ee ee 60,000, 000 
National Défénce Adm yi Gia oP Re eae Aen 1,731,000 
Internment Operations <i: seeees en eee 2,750,000 
INU Sette dts sateen cca eae a ae Ey or een 11,404,000 
PS i Ld ENDS cB YAR Shc a en SO RO 8, 566, 000 
Reyal Air Force Special Scheols i. .4 ss Cea ee oe Cee ee ete She 38, 052, 000 
British Commonwealth Air Training Plan— 
United Kingdomthdg arent...) Age eeteine ae ee eres 88,575, 000 
Combined Training Organization— 
Australia's share: n.0) ees ii nde Rac ee eee ea 16,917,000 
—_—_—__—_—_———$ 232,610,000 
Canadian Farm Loan Board—Advances and Capital Stock................ ccc ceccceee ewes 34,729,000 
Canadian National (West Indies) Steamships, Limited—Loan...............00ceeeecceeees 450,000 
Dominion and. National ‘Hotising Acte—Loang).n20t. oe ee eee eee 16,500, 000 
Municipal Improvements Assistance Act 1938—Toans [yr Se yee Sean Re ee ee ee Sane 5, 600, 000 
New Westminster Harbour Commission—Loan So ROELIAT EE. MOSSE LOATE RP gd: SE, ree 275,000 
Loans to Provinces— 
Housing Loans, O.C. of December 3/18 and amendments................ $ 37,000 
Unemployment Relief Loans, <0) a ee a eee a ee 156,896, 000 
Province of Saskatchewan—Power Commission...........-0-eeecceeeees 50, 000 
Province of Alberta—Subsidy overpayment................eeeceeeeeeees 400, 000 
—_—_——_——— 157,383,000 
Loans to National Harbours Board— 
Montroae ois carn hice 24 shack eta tahies eae eae Sere, SOO ee 60, 100, 000 
WanGouvy ere. Sao. a. nebraska eee ee RE en ee ea 25,060, 000 


- 85, 160,000 


¢ 


67 


i er ee 


ASSETS—MARCH 31, 1943 


} estimated 
Loans to Foreign Governments— sti 
acti eae ee igh te tay «cas wfubsc' sts A sis Ws aS Ghee dell ey tane ED $ 6,525,000 
Ra ae Dba ita 5 Bae wa ay on Wa. 5m svn e's awe ne Clas Lud ocd ck 24,329,000 
Railway Accounts— $90,854, 000 
Canadian National Railways— 
OE Te eetad Ji bete B03 Coa bt a 111, 141,000 
Advances—Financing and Guarantee Act, 1940— (paid 
pee Trunk Railway Debenture 
eae EE MN eee 5 Sd baw ighet el « sie'h «icv ees oa ccvecadtcs cnace 106, 408 
Advances—Financing Been uaranbee Acts 104d 9.6 hee... oka Pee 6, 698’ 000 
Advances—Financing and Guarantee Act, 1941— 

ME MURA NOR ED CG i obs cn cid dans’ Voucssdcevelesssdjente:. 9,890,000 
Advances—Financing mem iar ates Ath 19049 6. oo... 4. oe aks « Seed dade ck 8, 144, 000 
Advances—Financing and Guarantee Act, 1942— 

mM TAPIA ACUMEN Ye 165. 5s sp oad sie vie oo Code dee cevancteglue 18, 262,000 
Advances—The War Appropriation (United Kingdom Financing) Act, 

REVO OF SOCUTICIGS. ooo cme cle ee oo ova cc ccc cccecccuctet $ 253,423,000 
Temporary Loan—The War Appropriation Act, 1941.................... 13,907,000 
Temporary Loan—The War Appropriation Act, 1942—Vermilion Oil 

ea AM EDS ds Slee vale sles ccadchneccecusdebea’ 400, 000 

Purchase of equipment leased to— 528, 273, 000 
Canadian National Railways— 
ee NR SE tees 5s. css dis Sek bende we ws de bodies wad@ebved 4,137,000 
aM esr Mee PMP MIN Oe oy c.c «vod klise gb s.cie'e 0'ba¥alev bm elton egdeces 12,896, 00@ 
MCRAE STE ee, ee lS Ges boce coc datea select hoes. 17,366,000 
era eared aT Fee oe) io. ws cv a SiR ken hies ciiaore « 2S bev Ow chee epee 625, 000 
35, 024, 000 
Poumerany coneraltuand settlement Loans.......5.......ccescccccccacseccctcecvnseccses 32,480,000 
eM ITETICPC VOLE I VANCOSS. oo 5.6 vo adclavsd'ss eves aches sonssedsweg dvesseeuleesubabes 2,400, 000 
ana covernmentiiailwayes Working Capital... ...... 02.0006. cece cccccccbucedbeedecs 16,772,000 
ee OCONEE PUNE oo isis w 5 co scl bod dg bw deo uv nrgda ds oles « Qinpavwegn teuebaoeees be 21,550,000 
ee MMT CI COREE e sg 0k a a 5 oe chic ae Ve vv a's boa mo ha aVd on cg nw owed dun Game 2,296,000 
Wanmortieds iscountana Commission on Loans. .....2.. 0... .cccccccsentevcnwecevnesees 72,800,000 
2,661, 361,000 
Lrss—Reserve for possible losses on ultimate realization of active loans and advances..... 75,000, 000 
2,586, 361,000 
atebewniarcen ot. 1943 (estimated). . oj... 3 bee. cccedes cele salou ce sion ea news 6,306, 779, 000 
Net Debt represented by— y i LEST Ses 
(A) Expenditures for Capital Purposes and Non-Active Assets (estimated) March 31, 
1943— 
Public Works— 
SUT NEL Es ea NU OR ce rel atEh cl aed dics @ apbNete el «ita lea meee ain ey ccreenate 240, 289,000 
UN et eA EE PF a,c spe ncn Fain: von x ne. «havea lh w A ta alagiaean Be Fone prota ee 425,959, 000 
EET SS Cob oe, y hv dyats eben ode stare Bee Seale wigee alga aie oe cee a 311, 752, 000 
RS PTE AUC SSLOLCS.. 5.5» iui voce bones. west ew iv. saves cncnmpans cee yap eee 12,572,000 
SM eT 00 1S oo oo ys ow nocc ye % viv iain wel edie « b]a damm iaieie Sayin Oat stereo Miele 9,896, 000 
Canadian Pacific Railway (old).............sese cess cence teen ete eee ene e enn ees 62,791,000 
Canadian National Railways Securities Trust Stock............. 00. c cece e eee eenee 298 , 783,000 
Aenea onalehalway StOCK.. 0.2. dsb. cies cece gence cen bande euade be men em ware 18, 000, 000 
Loans—Non-Active— , 
ae I ACIONG! SLORINSTIDS.. os 5 os cee veces sin de vo Ue ein ale ernpie weevele «eels 13,872,000 
National Harbours Board— i 
(Oa ay SEN Way Gn A Aa ee are 3,838,000 
Cacia adil 2 es SES Se Sirs eee gene EME OO Pee ark sca er 10, 000 
[lau ile <0 Ay veer ee eg en ge A cle a ene IPRS Ores a 0 i 13: 474, 000 
Montreal (Jacques Cartier Bridge).........-.--++++eeeeeeee 5, 195, 000 
RM eee han eins. cieie ie ene Seaman wees se Oka mAR 27,766, 000 
Saint John PRT oh pa Gass tal anorsh gear Ore «'> We ole 6 wher ie tenn ae i 
IMR erases red At Dy oe ok b a Sis dadla aaiaisvenye]e 0°» aiplaaie Sema , 142, 69,842, 000 
Soldier and General Land Settlement. .........- eee cece eee e eee cece eee eeee waeen 
Seed Graih and Relief Advances..........-..ecereeee cerns eee eetereeeeeeeeaes i ieaeee 
Saskatchewan Seed Grain Loans Guarantee Avot, 1086.5. cn.cnk mace eee ee eee 4 shape 
Seed Grain Loans Guarantee Act, 1937........... 2c cece eee eee t eee en eee ee eeees oo ne 
Miscellaneous Non-Active ACCOUNtS. ........2cccc ec cc cece eeseeeecsecemeteenaces __ 3,587,000 
$1,493,888, 000 
B) © lidated Fund— 
pet casbiidated Fund brought forward from March 31, 1942.$2, 587,277,000 
Excess of expenditure over revenue, less amounts charged under 2 995 614,000 
above, fiscal year ending March 31, 1943 (estimated).......---- ee oases hat ae 
$6,306,779, 000 
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64. The following table shows the various obligations included in the 
unmatured funded debt of the Dominion estimated to be outstanding as at 
March 31, 1943, and the annual interest charges thereon: 


FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 1943, AND 
UNMATURED FU ANNUAL INTEREST THEREON 


Date of Rate Where Amount Annual 
Maturity Per Cent Payable of Loan Interest Charges 
; 1 Canada $ 250,000,000 00] $ 2,500,000 00 
ne cate a an AR as Q1 Canada 20,000,000 00 500,000 00 
Palatine e 4 Canada 33,293,470 85 1,331,738 83 
Jaly ces ete aoe eae 12 Canada 250,000,000 00 3,750,000 00 
Cotati arene fo. ees 5 Canada 147,000,100 00 7,350,005 00 
TOde Send eee fue sens 92 New York 30,000,000 00 675,000 00 
Apel lb ae ee ousted wodeeee 14 Canada 100,000,000 00 1,500,000 00 
Tape yon Oe Oe, 2 Canada 90,625,000 00 1,812,500 00 
Bopty Lebar svg deates 13 Canada 150,000,000 00 2,250,000 00 
Oct. § Seon a eG eee 42 Canada 50,000,000 00 2,250,000 00 
Cot: PUG acs eos SO 14 Canada 200,000,000 00 3,000,000 00 
Now Lb ese eset 92 Canada 20,000,000 00 500,000 00 
{94h OM akenilis comedies ee een arn 2 Canada 105,000,000 00 2,100,000 00 
Ne Atios CER eh eG eo. ae ee 93 New York 76,000,000 00 1,900,000 00 
Coch Re BA ack uke: meee nee 4 Canada 88, 337,500 00 3,533,500 00 
1946. Feb. Irae), ele tee 42 Canada 45,000,000 00 2,025,000 00 
herman Sere ee ince ag) meat 13 Canada *145, 800,000 00 2,551,500 00 
Deel Loh ese eb ee ae eae 2 Canada 193, 286,000 00 3,865,720 00 
1947. Octe! (7TR ea Seuss fee 23 London 250,705 75 6,267 64 
149 Wane 152 tre ee ek, 23 New York 30,000,000 00 750,000 00 
a Lhe x ila tee 32 Canada 50,000,000 00 1,625,000 00 
Mar.’ SUsdte ons tedeeennees 23 Canada 269,879,000 00 6,072,277 50 
TE4O- Feb. Teer asa eae 32 Canada 50,000,000 00 1,625,000 00 
iy Ee Rane MRNA SiNait Je 34 Canada 33,500,000 00 1,088,750 00 
Math: 15ers oe neon 34 . Canada 138,322,000 00 4,841,270 00 
15H ebe) ye eel odes se eee 33 Canada 50,000,000 00 1,625,000 00 
10 Rebs bee eee: 32 Canada | 50,000,000 00 1,625,000 00 
BABIES sal c ttactn Ameen 3 Canada 643,534,250 00 19,306,027 50 
INGw, 2504 8G eee be ae ee 34 Canada 60,000,000 00 1,950,000 00 
AGG Aled {ich s boca eames Ac SEMBLE, CEC 3} Canada 50,000,000 00 1,625,000 00 
ROGEO REG eo le a ee 3 Canada 324,945,700 00 9,748,371 00 
OGTR ook ole ee eee 4 Canada 56,191,000 00 2,247,640 00 
1069" Vanity) Wha cece aoa snes 3 New York 30,000,000 00 900,000 00 
Ch? ead ee ak CE MUG Ks ith 2 3 Canada 669, 658,900 00 20,089,767 00 
1955: May 0) 1petacU eae Game 31 London {5,170,844 97 168,052 46 
Tune tte ee ea eee 3 Canada 40,000,000 00 1,200,000 00 
Sune: el Joss eee ie 3 Canada 55,000,000 00 1,650,000 00 
1QDG UINOWS. le cn ee eee 44 Canada 43,125,700 00 1,940,656 50 
guNlow i lt eer peat 3 Canada *845, 700,000 00 25,371,000 00 
LOGON OVE a kino okin teeeeceee 43 Canada 37,523,200 00 1,688,544 00 
TOSS lane Ibu a a te eee 3 New York 30,000,000 00 900,000 00 
Soe A Rae Raa paki oh Oe > 3 Canada 88,200,000 00 2,646,000 00 
Senta W coon oe oer oe 4 London 13,517,064 67 140,682 59 
NO Ved Lae Cee earn 44 Canada 276,687,600 00 12,450,942 00 
LODUROIN ON 8 Lue sie nee eens 43 Canada 289,693,300 00 13,036,198 50 
1960, Och Le re, eee 4 New York 100,000,000 00 4,000,000 00 
LOG LWlan) oli ih sce onan 32 New York 48,000,000 00 1,560,000 00 
19G3.subyy foe oe ee eee 3t London 13/751,652) 05 121,928 04 
19664Junes, “loeivan Aceic econ 33 Canada 54,703,000 00 1,777,847 50 
Sent: Lode sce. eades tem nees 3 Canada 55,000,000 00 1,650,000 00 
1067; sian) Oba oe) deen meet 3 New York 55,000,000 00 1,650,000 00 
JOGSIINGV. Ihaee sane cle ee aes 3 New York 40,000,000 00 1,200,000 00 
Treasury Bills due April 2, 1943.. -517 Canada 45,000,000 00 232,650 00 
Treasury Bills due April 16, 1943.. -514 Canada 45,000,000 00 231,300 00 
Treasury Bills due April 30, 1943. . -512 Canada 45,000,000 00 230,400 00 
Treasury Bills due May 14, 1943.. -508 Canada 55,000,000 00 279,400 00 
Treasury Bills due May 28, 1943.. 501 Canada 55,000,000 00 275,550 00 
Treasury Bills due June 11, 1943.. T-501 Canada 55,000,000, 00 275,550 00 
Deposit Certificates............... 75 Canada t790, 000,000 00 5,925,000 00 
7, 661,695,968 29 199, 122,036 06 
War Savings Certificates........... #49 Canada {186,500,000 00 5,595,000 00 
War Savings Stamps...... rae oN Gece Canada t4,000,000 00 ate 
Non-Interest Bearing Certificates..|.............. Canada t9,000,000 00 — 
7,861,195,968 29 204,717,036 06 
Payable:in Canagala ss, ore... «04 amend bah ek. ee cee $7,409, 505,720 85 94-25%, 
caupole in ay OTK 21s vc cya he states da hanna, meee eee een ee ue 4 ae 
AY ADIE IN AVONGON Mee senha sherausrerenclovetttcsia aiskeyee aie ese sure tala eye ; ; -16% 
$7,861, 195,968 29 100-00% 
* Preliminary figure. + Estimated rate. t Estimated amount 


** 3 per cent on purchase value if held to maturity (7} years from date of issue). 
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INDIRECT LIABILITIES 


65. Bonds and debenture stocks bearing the guarantee of the Dominion and 
outstanding in the hands of the public are estimated to total $716,348,777 as 
of March ol, 1943, a decrease of $102,492,940 during the fiscal year under review. 
This decrease is accounted for mainly by the purchase of Canadian National 
Railway Company securities from the Government of the United Kingdom, 
as provided for under The War Appropriation (United Kingdom Financing) 
Act, 1942, and the redemption of guaranteed railway securities by means of 
loans from the Government. 


66. There will also be outstanding at the close of the fiscal year other 
contingent liabilities assumed under Relief, Seed Grain and other legislation. 


67. Under the terms of an Order in Council dated July 10, 1942, the 
Commodity Prices Stabilization Corporation, a Government-owned Corpora- 
tion, was authorized to guarantee certain advances and interest thereon obtained 
by any person from a chartered bank in order to purchase coal, coke or briquettes 
in the summer of 1942. The liability of the Corporation is limited to twenty 
per cent. of the aggregate amount of advances made by each bank, but not 
exceeding in the aggregate $5,000,000. The amount of these advances out- 
standing on January 31, 1943, was $622,828, and the contingent liability of the 
Corporation was $124,566. 


68. Under the terms of an Order in Council dated October 9, 1942, the 
Commodity Prices Stabilization Corporation was authorized to guarantee 
certain advances, obtained by any person engaged in the production of logs or 
lumber, from a chartered bank. The liability of the Corporation is limited to 
fifteen per cent. of the aggregate amount of advances made by each bank, but 
not exceeding in: the aggregate $2,500,000. The amount of these advances 
outstanding on January 31, 1943, was $238,288, and the contingent liability 
of the Corporation was $35,743. 


69. Guaranteed bank advances to the Canadian Wheat Board outstanding 
as at February 13, 1943 on account of wheat amounted to $91,880,239. This 
amount constitutes the Board’s gross liability to the banks and is related mainly 
to the purchase of wheat of the 1939, 1940, 1941 and 1942 crops. The guarantee 
of the Dominion to the Winnipeg Grain and Produce Clearing Association 
Limited referred to in previous budget speeches is still outstanding. However, 
no liability accrues from day to day in connection with this guarantee as margin 
deposits are made to the Clearing Association. 


70. By Order in Council passed in 1942 the Canadian Wheat Board was 
empowered to deal in flaxseed, soybeans, oats and barley. In order to finance 
these operations, guaranteed bank advances were obtained from certain chart- 
ered banks. The amount of these guaranteed advances outstanding on Iebruary 
13, 1943, was flaxseed $7,444,191; soybeans $1,032 and oats and barley $227,257. 


71. Before operations under the Home Improvement Loans Guarantee 
Act were discontinued (October 1, 1940), 125,724 loans had been made by 
banks and other approved loaning institutions to home owners under the terms 
of this Act and the total amount of such loans was $49 ,959,055. The Dominion’s 
contingent liability arising out of these loans is limited to 15 per cent. of the 
aggregate of such loans made by approved lending institutions, but as the 
balance of these loans estimated to be outstanding on March 31, 1948, will have 
been reduced to $3,000,000, the contingent liability of the Government is limited 
to this amount. Up to January 31, 1943, 1,047 loss claims for an aggregate 
amount of $361,503 had been paid. In terms of total losses to total volume of 


loans, this loss ratio is only -724 of one per cent. 
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72. Under the provisions of the Appropriation Act No. 5, 1942, the Home 
Extension Plan was created. It provided for loans not exceeding $2,000,000 by 
banks under regulations similar to those of the Home Improvement Loans 
Guarantee Act for the purpose of financing the creation of additional self-con- 
tained housing units by alterations or additions to a building used solely or 
partially as a dwelling at the time application is made for the loan. The general 
public are now beginning to take advantage of the Plan and twenty-six loans 
have been made. The total amount of these loans to February 15, 1948, is 
$55,385. The Dominion’s contingent liability arising out of these loans is 
limited to 15 per cent of the aggregate of such loans made by the banks or $8,307. 
There have been no claims for loss made by the banks. 


73. Under the Dominion Housing Act, 1935, and the National Housing 
Act, 1938, the Government has accepted and is accepting certain obligations 
arising out of its contracts with approved lending institutions which, while not 
expressed in the form of a guarantee, may nevertheless be regarded as contingent 
or indirect liabilities. The manner in which losses in respect of any loan are to 
be borne by the Dominion and the lending institution is fixed by the contract. 
The general principle is that the Dominion bears two-thirds of the loss if at the 
time the loss is sustained the principal amount of the loan repaid, less any other 
amounts due, is more than the amount advanced by the Dominion. In the 
case of small loans, (for amounts not in excess of $4,000 in the case of a single 
family dwelling place or not in excess of $700 per habitable room in the case of a 
multiple family dwelling), the share of the loss to be borne by the Dominion is 
not more than 80 per cent. and not less than 50 per cent. of the loss. The above 
provisions apply to loans made under the National Housing Act and its pre- 
decessor the Dominion Housing Act. Under the National Housing Act, a new 
provision has been added to encourage the making of small loans in such small 
or remote communities and in such districts or other communities as may be 
designated by the Minister of Finance in any contract. In respect of such 
loans, the Dominion has agreed in contracts with certain lending institutions 
to pay losses sustained by any such lending institution up to certain amounts 
determined by the contract which are not less than 7 per cent. of the total amount. 
of such loans made in such areas by the lending institution. 


Order in Council of December 5, 1939, provided that after January 1, 1940, 
applications would be received only for loans for the construction of houses 
containing one self-contained dwelling place and where the loan does not exceed 
$4,000. " 


Under Vote No. 452 of the Appropriation Act No. 5, 1942, an amount of 
$1,000,000 was appropriated to provide for advances under the National Housing 
Act, not exceeding with the advance made jointly by the approved lending 
institution, $3,200 in respect of any one house, for the construction of houses. 
where the Minister is satisfied that permanent houses can be constructed to 
relieve a serious housing shortage without threatening to create a post-war 
surplus. Loans to the number of 19,015 have been approved at January 31, 
1943, under the Dominion Housing Act, 1935, and the National Housing Act, 
1938, in the amount of $78,241,380. Losses recorded and paid to January 31, 
1943, amounted to $2,209, covering the Dominion’s proportion of the loss on four 
loans. This amount represents total losses to date under both the Dominion 
Housing Act, 1935, and Part I of the National Housing Act, 1938. These 
losses are offset in part by a profit of $428 realized by the sale of ten properties. 
The net loss to January 31, 1948, is therefore only $1,781. 


74. The following is a statement of bonds and debenture stocks and other 
indebtedness guaranteed by the Dominion, estimated to be outstanding on. 
March 31, 1943: 


BONDS AND DEBENTURE STOCKS GUARANTEED BY THE DOMINION 
GOVERNMENT AS AT MARCH 31, 1943 


Oe 
ooo oss wwii ((( (000 0 0 0 eee 


Date of Estimated 
Maturity Tssue sve Amount 
Outstanding 
% $ 
fer teetve ss Coeoanndian National... :.............0e0eee en } 

Set 04... Canadian National........ 048/00. «cess dsenck. 3. 35000, 000 
Meereeeee ee enadian National,.........0..55.0<6e2seue cess, 2} 15,000. 000 
i Seed ee OTSA IN OPEL . (os. oss civ « de cso os ef wece es 61 23.754, 000 
April 1, 1948....|New Westminster rs Commissioners...... 43 "700,000 
eto wagon. oanndian National, .:.....0......c0eceucvceus es 3 50, 500, 000 
rou si i) Moanadian National... .0.s....c..s004e0ecdean ven 44 48. 022000 
Feb. Me eI NIAC TadTY IN AGIODAL, . nu cc ccsc as as vullgauis ewdeececs 3 20,000,000 
Aug. 1, 1952....|Saint John Harbour Commissioners............. 5 "667,953 
Pein |\Canadian National, .....<.:.+...c.00fedlO.cds 3 25,000, 000 
Ta er OANACIAN INOEGROIN. o.. . ...5:1c0 s're,smiaed nawante ds 3 1,131,580 
ere te Canadian National...................... 1s... 5 50,000,000 

Mar. 1, 1955....j/Canadian National (West Indies) Steamships a an 
TELL OCHS SERS Site «ako o cad new oe De Rees Ge 5 9,400,000 
Petre oa Ooanadian National... ..ss... sx. ssessss edbienednen 43 48,518,000 
beta Aneatal INAGIODAL 0... cc cas cp auscce deeds 43 67.368. 000 
ieee ere nmndian INGtIONAL sc. a. scence ue cs ees ee ene oes 44 64. 136,000 
Pome... (eanatinn Wortherf. ou... avid «oss bowen 3h Dy 140,323 
meee. WOanadian National... ...... 2... ..ead swe eemeuse ss 3 35,000, 000 
May 4, 1960....}Canadian Northern Alberta..................... 33 553,257 
Mme to. 1901... .|Canadian Northern Ontario... /.........¢0¢0s00: 34 4,157,623 
ee eee Orang. v rink Pacific? ji... cia ewes bs wee eeu enn 3 26,465, 130 
ere tGrandad rank Pacifie. 1... dsstea os ea osama 2% 4 7,999,074 
Sa eae SLATE IN SATONALY ons vy se ee ose oe ea sep eels os 5 56, 694, 000 
Gee Canadian National. ....... 3... 0s <siewavaben Grice 5 57,719, 500 
Nov. 1, 1969....|Harbour Commissioners of Montreal............ 5 19,000,000 
eee eo amadian INAGWONAL: 61)... 055 os yoda wee renee be was 5 17,333,000 
By drawings Ree bs. HE CERISE) oe) oo i eee gee eye 2 356, 541 

Various dates , 
i City of Saint John Debentures assumed by Saint 

John Harbour Commissioners..............- Various 678,729 
Merpetual?. .....%... Grand Trunk. Debenture Stock....:............. 5 1,673,934 
RMIT S336 ou. Great Western Debenture Stock................ 5 1, 104, 167 
a ee Grand Trunk Debenturé Stock... .........0.055 4 7,725,985 
5) SE ae Northern Railway of Canada Debenture Stock.. 4 49,981 
$ 716, 348,777 
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OTHER LIABILITIES GUARANTEED 


Bank Advances, re Province of Manitoba Savings Office............... Op Rees 
Province of Manitoba Treasury Bill oc). usa tee eee as eet ee 
Province.of British Columbia Treasury Bill... :>.. 2s) aes pe eee eta 
Bank Advances, re Canadian Wheat Board (Feb. 16, 1948): 


Winnipeg Grain and Produce Clearing Association Ltd. Day to day margins of 
the Canadian Wheat Board (closed out daily)... 233.25... 9. 2 eee eee 


Bank advances guaranteed under Seed Grain Loans Guarantee Act, 1938........ 


Loans made by approved lending institutions under Dominion Housing Act, 
1935;and National, Housing Act, 1988S nano et ae eee ee ee 


Loans made by approved lending institutions under The Home Improvement 
Loans Guarantee Act; 1935.08. 2 a ee, ee ee 


Loans made by approved lending institutions under the Home Extension Plan 
(Feb. 15, 1943) 


ene maintained by the chartered banks in the Bank of Canada (Feb. 17, 
LOA asies's ss ace whcia ha yh lock bee SOM LAL eRe NE Sas i A URey a ope a Ce RR 


Bank Advances, re Government War Contracts—Department of Munitions and 
Supply (January 31, 1943). 7.0. 0e465. sec pate ee ee oe eee 


Bank Advances, re coal, coke or briquette purchases—Commodity Prices 
Stabilization Corporation, Wanuary 31; 1943) 4.2.22 ee ee ee 


Bank Advances, re production of logs or lumber—Commodity Prices Stabilization 
Corporation, (January 31, 1943). 


Guarantee under Dominion-Provincial Taxation Agreements of Provincial 
receipts from gasoline taxes at amounts received in fiscal years ending near- 
est December 31, 1940 


Co 


Estimated 
Principal 
Amount 
Outstanding 
Mar. 31, 1943 


5,953, 004 
4,805, 723 
626, 534 


91,880,239 
7,444,191 
227,257 
1,032 


Not determined. 
Indeterminate. 
3,000 000 
8,307 
254, 832, 908 
1,829, 607 
124, 566 


35, 743 


Indeterminate. 
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Sei in ee es 


B CANADIAN ECONOMIC CONDITIONS 
ANNUAL FIGURES 


SS OOo 


Calendar Years 


1926 1928 1932 1937 1939 1941 1942 
Group I—Comprehensive Indexes 
(1935-39 =100) 
PP MYSICAL VOLUMO Of DUSINESS........ 2.0... ccccceccecccces 87 102 69 107 107 165 202 
Me mOE STOMIMMACCULING oi. os cece cc vcs cicscdeccccecs 89 100 66 109 105 192 243 
SVD AEE MENT PRU Petey. ches ihe sini c.o Sieilalelotsis,» wisieiéiv vie «.0 are\eisie!g'e« a's 55 64 59 104 118 215 219 
SAUL UPR E TAe A ee see eek coed cok rade ceecees. 84 87 57 117 103 135 131 
BO al Cpa TUNIS Rete re Pea coats Goes, + os te bbe dsieile'sdeveds 131 148 88 106 102 129 137 
SENECEPIG DOWEL OUGDUU 5.5 ieee > vie bic aclos.c 0.0.0 aise shee ey veces 46 61 61 106 108 128 142 
Uber lena senha See ee a 100 111 88 114 114 152 158 
PU MaT UR COTMG Mee te irc. ci Woes vos sicitle ns 0s veces vile aaee 111 130 68 106 112 160 184 
len LSGUIRS 36 Sabine BORO GS UEE ena ae (e) (e) 92 105 105 136 154 
Group II.—Price Levels and Financial Factors ; 
(1926=100) 
|) V/lovs) (oa) Lay Sethe S (d EG ANS OB COR GEES eee 100 96 67 84 76 90 96 
MUM IIAEDLOGIUCUDELCOS Wir, mene cy. <i ites x10/5%. 0:4 Sv’ s o's Seine vas 100 101 48 87 64 71 82 
Been TOMEU VAT OULD) eit cc et crac ci ete ncls's. st wicie cc's cee ee slceees 122 121 99 101 102 112 117 
Bereta BLOCK PTICES (D)..... 05.5. cece cece cece ccescecn 91 145 51 116 92 68 64 
Banta OpOsits: . ...... 5.0626. « Me Teieieteratols, oy Grtleinis wise stas se. o(8 o.5 100 115 100 120 132 152 167 
PAGEL VO OULLENCYACITCULRLION. 2125 wise. o < o's oes cls% cles es cl'as 100 105 81 103 a! 198 268 
Group I1.—Gross Value of Production in Major 
Industries ($ millions) 
EDA NLS Mere ET. Giicite cicie's,sieisie'e eae os aicie'vie se.e'ele 6 1,715 1,806 767 1,039 1,205 1,379 |(c) 2,134 
MOLCSUTY ce) cos sees ss SAC ih Ao AOE: AT en Tee 556 586 349 494 466 |(c) 716 |(c) 770 
EDEL SEE: B05 06 SO aeRO NR paieseeees 73 71 34 51 53 |(c) 83 |(c) 104 
Mining (including Smelting)...................00eeee eee 277 313 265 663 663 |(c) 785 |(c) 792 
RGDIRC HNC UION MEAT RCE. icc sc et culnse<cedseueesnebese 386 488 133 352 373 640 |(c) 547 
DATE SCITRETTS., godt 5 OO SUCH SOD ODEN Ee eee 3,101 3,582 1,981 3,626 | 3,475 l(c) 6,394 |(c) 8,009 
een 1V.—Foreign Trade and International 
Transactions ($ millions) 

Exports (gold excluded)........... Ree eit vatavere ersrcre x Hae L200 1,364 498 1,012 936 1,640 (e) 
Net non-monetary gold exports (d)...........0000eeee085 30 40 70 145 184 204 (e) 
Total exports, including non-monetary gold.............. 1,307 | 1,404 568 | 1,157 | > 1,120 1,844 (e) 
Imports (gold excluded)............... Se, 2 eae 1,008 | 1,222 453 809 751 1,449 (e) 

PME CLO MERE as crlc Sacre oc cists = ¢) a:0,9.0 sroelh 2,315 | 2,626 1,021 1,966 1,871 3,293 (e) 
Bra THan UAL EAN CG etree ae Ee or e.c/taersiciove 4 Gris os alcisicisc ces eee. +299 | +182} +115] +348 | +369 +395 (e) 
RRirrigt FOREIPIS. ac. ff. c-0+-2c 000 s2-c.crseccecsecees (e) (e) (e) 90 78 87 (e) 
Net interest and dividends going abroad..........-...-. 201 221 262 246 254 236 (e) 


a ee 


(a) 1926=100. 
(b) 1935-39 =100. 
(c) Estimated. 
(d) Adjusted for changes in stocks of earmarked gold. These figures were computed by the Bank of Canada on the 
basis of official trade returns. 
(e) Not available. , 
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